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PREFACE
This publication is the eighteenth in a series produced by the Institute’s staff through use of
the Institute’s National Automated Accounting Research System (NAARS). Earlier publications
in the series are listed on the inside cover of this publication.
The purpose of the series is to provide interested readers with examples of the application of
technical pronouncements. It is believed that those who are confronted with problems in the
application of pronouncements can benefit from seeing how others apply them in practice.
It is the intention to publish periodically similar compilations of information of current in
terest dealing with aspects of financial reporting.
The examples presented were selected from over eight thousand annual reports stored in the
NAARS computer data base.
This compilation presents only a limited number of examples and is not intended to encom
pass all aspects of the application of the pronouncements covered in this survey. Individuals with
special application problems not illustrated in the survey may arrange for special computer
searches of the NAARS data banks by contacting the Institute.
The views expressed are solely those of the staff.
George Dick
Director, Technical Information Division
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SCOPE AND PURPOSE OF THE SURVEY

DISCUSSION OF REPORTING IN SAS NO. 15

In December 1976 the Auditing Standards Executive Committee of the AICPA issued
Statement on Auditing Standards No. 15, “Reports on Comparative Financial Statements.”
Statement No. 15 provides guidance to an auditor reporting on financial statements of one or more
prior periods that are presented on a comparative basis with financial statements of the current
period.
Statement No. 15 distinguishes among examinations by continuing, predecessor, and succes
sor auditors. A continuing auditor is one who has examined the financial statements of the current
period as well as one or more consecutive periods immediately prior to the current period. A
predecessor auditor is one who has examined the financial statements of one or more prior
periods, but who has been replaced by a successor auditor who has examined the financial state
ments of the current period. The Statement establishes reporting requirements that differ among
each type of auditor.
Statement No. 15 is reproduced in the appendix to this survey.
SOURCE OF ILLUSTRATIONS

Reporting by independent auditors on comparative financial statements in accordance with
SAS No. 15 requires considerable judgment. An auditor who is confronted with problems in
applying the Statement can benefit from learning how other auditors are applying it in practice.
Accordingly, this publication presents auditors’ reports on recently published financial statements
that illustrate its apparent application.
The AICPA National Automated Accounting Research System (NAARS) was used to com
pile the information. The audit reports presented were selected from more than 8,000 published
annual reports to shareholders stored in the computer data base.
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I
CONTINUING AUDITOR—NO REVISION OF PREVIOUS OPINION

SAS No. 15 requires a continuing auditor to “update” his opinion on the individual financial
statements of the one or more prior periods presented on a comparative basis with those of the
current period. The term “update” means to re-express a previous opinion or, depending on the
circumstances, to express a different opinion from that previously expressed on the financial
statements of a prior period. In issuing an updated opinion, a continuing auditor considers infor
mation that he has become aware of during his examination of the current-period financial state
ments. The report on comparative financial statements is ordinarily required to be dated as of the
date of completion of the most recent examination.
An updated opinion on the financial statements of a prior period that is the same as the
opinion previously expressed may be the same as or different from the opinion expressed on the
financial statements of the current period or the financial statements of another prior period
included for comparative purposes. If an opinion is modified or disclaimed for the statements of
any period presented, the auditor is required to disclose all the substantive reasons for modifying
or disclaiming an opinion in a separate explanatory paragraph of his report, and to include in the
opinion paragraph an appropriate modification or disclaimer of opinion and a reference to the
explanatory paragraph. An explanatory paragraph is not required, however, for opinion modifica
tions made because of a change in accounting principles.
One hundred twelve examples are presented of auditor’s reports on comparative financial
statements in which a continuing auditor did not revise his opinion on a previous year. The
examples—all of which pertain to reports in which departures from the auditor’s standard report
were made—are classified according to the nature of the departure. The most common reasons for
departures—change in accounting principles, material uncertainties giving rise to “subject to”
opinions, and the use of another auditor—are more comprehensively illustrated in Financial
Report Survey No. 7, “Illustrations of Departures from the Auditor’s Standard Report.”
Examples of auditor’s reports that do not depart from the standard report are not presented
because of their uniformity.
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AUDIT PROCEDURES DESCRIBED
Report of Independent Certified Public Accountants
To the Shareholders and Board of Directors
Cowles Communications, Inc.
Daytona Beach, Florida
We have examined the balance sheet of Cowles Communications, Inc. as of December 31, 1977,
and the related statements of unrealized appreciation (depreciation) and changes in net assets, and the
statement of consolidated operations of Cowles Communications, Inc. and subsidiaries, for the two
years then ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances. Stock certificates evidencing invest
ments owned at December 31, 1977 were inspected by us.
As described in Note K of Notes to Financial Statements, on January 6, 1978, the Board of
Directors approved a Plan of Liquidation and Dissolution of the Company. After the receipt of certain
governmental rulings, the Plan would be submitted to shareholders for their approval. The accom
panying financial statements continue to be presented on the basis described in Note A of Notes to
Financial Statements because the liquidation has not been implemented.
As indicated in the financial statements, a substantial portion of the assets consists of invest
ments, the estimated fair value of which has been determined by the Board of Directors. We have
reviewed the procedures applied by the Directors in valuing such investments and have inspected
underlying documentation; while in the circumstances the procedures appear to be reasonable and the
documentation appropriate, determination of fair values involves subjective judgment which is not
susceptible to substantiation by auditing procedures.
In our opinion, subject to the effect on the financial statements of the valuation of investments
determined by the Board of Directors as described in the preceding paragraph, the financial state
ments referred to above present fairly the financial position of Cowles Communications, Inc. (on an
investment company basis) at December 31, 1977, and the changes in its net assets and the results of
its consolidated operations for the two years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
February 17, 1978
Report of Independent Public Accountants
To the Shareholders and Board of Directors of
Excelsior Income Shares, Inc.:
We have examined the statement of assets and liabilities of Excelsior Income Shares, Inc. (a New
York corporation) including the statement of investments as of December 31, 1977, and the related
statement of operations for the year then ended and statement of changes in net assets for the two
years then ended. Our examination was made in accordance with generally accepted auditing stan
dards, and accordingly included such tests of the accounting records and such other auditing proce
dures as we considered necessary in the circumstances, including a physical count of securities owned
by the Company at December 31, 1977.
In our opinion, the aforementioned financial statements present fairly the net assets of Excelsior
Income Shares, Inc. at December 31, 1977, and the results of its operations for the year then ended
and the changes in its net assets for the two years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
January 12, 1978
Report of Independent Accountants
To the Board of Directors and Stockholders of
The Lehman Corporation:
In our opinion, the accompanying Statements of Assets and Liabilities, Operations, Changes in
Net Assets and Portfolio of Investments present fairly the financial position of The Lehman Corpora
tion at December 31, 1977, the results of its operations for the year then ended and the changes in its
net assets for the two years then ended, in conformity with generally accepted accounting principles
consistently applied. Our examination of these statements was made in accordance with generally
accepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances, including confirmation of
securities owned at December 31, 1977 by correspondence with the custodian and others in the case of
securities loaned or undelivered in the ordinary course of business.
January 18, 1978
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Accountants’ Report
The Board of Directors
OEA, Inc.:
We have examined the consolidated balance sheets of OEA, Inc. and subsidiaries as of July 31,
1977 and 1976, and the related consolidated statements of earnings and retained earnings and changes
in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards, and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. It was not
practical to confirm accounts receivable which were primarily with prime contractors of the United
States Government as to which we satisfied ourselves by means of other auditing procedures.
The Company has incurred significant costs related to the B-1 bomber program of which $250,145
remain in inventories and $65,567 in deferred pre-contract costs (as explained in note 4) at July 31,
1977. President Carter announced on June 30, 1977 that B-1 production was being stopped except for
the original four bombers. At this time subsequent Congressional action to provide additional funds
for B-1 production has not overturned the President’s decision. The ultimate recovery of the Com
pany’s costs totaling $315,712 is dependent upon the successful completion of existing contracts and
termination claims and the procurement of sufficient profitable future B-1 contracts for additional
bombers and for replacement parts.
The Company is contesting the determination of renegotiation refunds for 1969 and proceedings
for fiscal years 1970 through 1976 are pending before the Renegotiation Board as explained in note 7 to
the financial statements. The Company’s ultimate liability for such refunds, if any, is not presently
determinable.
In our opinion, subject to the effects, if any, on the financial statements of the matters discussed
in the preceding two paragraphs, the aforementioned financial statements present fairly the financial
position of OEA, Inc. and subsidiaries at July 31, 1977 and 1976, and the results of their operations and
the changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
October 21, 1977
Report of Independent Accountants
To the Board of Directors and Shareholders of
Source Capital, Inc.
We have examined the statement of assets and liabilities (including the portfolio of investment
securities) of Source Capital, Inc. at September 30, 1977, and the related statements of operations and
changes in total net assets for the two years then ended, and supplementary information for the five
years then ended. Our examinations were made in accordance with generally accepted auditing
standards and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances, including confirmation of securities
owned at September 30, 1977 by correspondence with the custodian and with brokers with respect to
uncompleted securities transactions.
As discussed more fully in Note 5 to the portfolio of investment securities, restricted securities
amounting to $33,168,253 (20.5% of the total net assets) have been valued at fair value as determined
by the Board of Directors. We have reviewed the procedures applied by the Directors in valuing such
securities and have inspected underlying documentation; while in the circumstances the procedures
appear to be reasonable and the documentation appropriate, determination of fair values involves
subjective judgment which is not susceptible to substantiation by auditing procedures.
In our opinion, subject to the effect on the financial statements of the valuation of securities
determined by the Board of Directors as described in the preceding paragraph, the accompanying
financial statements examined by us present fairly the financial position of Source Capital, Inc. at
September 30, 1977, the results of its operations and the changes in total net assets for the two years
then ended, and the supplementary information for the five years then ended, in conformity with
generally accepted accounting principles consistently applied.
October 31, 1977
Auditors’ Opinion
The Stockholders and Board of Directors,
Standard Shares, Inc.:
We have examined the statements of assets and liabilities, including the portfolio of securities,
and of stockholders’ equity of Standard Shares, Inc. as of January 31, 1978, the related statements of
operations for the year then ended and of changes in net assets for the years ended January 31, 1978
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and 1977, and the supplementary information for the five years ended January 31, 1978. Our examina
tions were made in accordance with generally accepted auditing standards and, accordingly, included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances. Securities owned at January 31, 1978, as shown in the portfolio of securities,
except securities purchased but not received, were confirmed to us by the custodian. Securities
purchased but not received were confirmed to us by a broker.
In our opinion, such statements present fairly the net assets of Standard Shares, Inc., at January
31, 1978 and the results of its operations and the changes in its net assets for the respective stated
periods, in conformity with generally accepted accounting principles applied on a consistent basis.
Also, in our opinion, the supplementary information, when considered in relation to the financial
statements, presents fairly in all material respects the information shown therein.
On November 22, 1977, (a date selected by us without prior notice to the Company or to the
custodian), we examined by physical count, inspection, and other applicable auditing procedures, the
securities represented to us by the custodian as constituting all securities held by them for the
Company at the close of business on November 21, 1977, and satisfactorily reconciled the securities
thus examined with those shown by the Company’s records to be owned at that date.
February 17, 1978

CHANGE IN ACCOUNTING PRINCIPLES
Report of Independent Accountants
To the Shareholders and Board of Directors
Addressograph-Multigraph Corporation
We have examined the consolidated balance sheet of Addressograph-Multigraph Corporation and
its subsidiaries as of July 31, 1977 and 1976, and the related consolidated statements of income (loss)
and retained earnings and of changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and accordingly included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
As described in Note 2 to the consolidated financial statements, the methods of accounting for
leases, certain vacation pay expenses and most U.S. inventories were changed in 1977.
In our opinion, the consolidated financial statements examined by us present fairly the financial
position of Addressograph-Multigraph Corporation and its subsidiaries at July 31, 1977 and 1976, and
the results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles. After restatement for the change in the
method of accounting for leases, these principles have been applied on a consistent basis, except for
the changes in the methods of accounting for inventories and vacation pay. We concur with all of these
changes.
September 19, 1977
Report of Independent Certified Public Accountants
The Board of Directors and Shareholders
Burlington Industries, Inc.:
We have examined the consolidated balance sheets of Burlington Industries, Inc. and subsidiary
companies as of October 1, 1977 and October 2, 1976, and the related consolidated statements of
earnings and retained earnings and changes in financial position for the 52 weeks ended October 1,
1977 and the 53 weeks ended October 2, 1976. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of Burlington Industries, Inc. and subsidiary companies at October 1, 1977 and October 2,
1976, and the results of their operations and the changes in their financial position for the 52 weeks
ended October 1, 1977 and the 53 weeks ended October 2 , 1976, in conformity with generally accepted
accounting principles applied on a consistent basis, except for the change, with which we concur, in the
method of determining cost of certain inventory and after restatement for the change, with which we
concur, in the method of accounting for foreign currency translation, both of which are described in
Note A to the consolidated financial statements.
November 22, 1977
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Auditors’ Report
To the Stockholders and the Board of Directors of
C.I.T. Financial Corporation
New York, New York
We have examined the consolidated balance sheets of C.I.T. Financial Corporation and Sub
sidiaries as of December 31, 1977 and 1976, and the related statements of income, surplus and changes
in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the consolidated financial statements referred to above present fairly the financial
position of C.I.T. Financial Corporation and Subsidiaries at December 31, 1977 and 1976, and the
results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis after restate
ment for the change, with which we concur, in consolidation policy as described in Note C to the
Consolidated Financial Statements.
January 30, 1978
Report of Independent Auditors
To the Shareholders and Board of Directors
Gulf+Western Industries, Inc.
We have examined the consolidated balance sheet of Gulf+Westem Industries, Inc. and consoli
dated subsidiaries as of July 31, 1977, and July 31, 1976, and the related consolidated statements of
earnings, shareholders’ equity and changes in financial position for the years then ended. Our exami
nations were made in accordance with generally accepted auditing standards and, accordingly, in
cluded such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Gulf+Western Industries, Inc. and consolidated subsidiaries at July 31, 1977, and July 31,
1976, and the consolidated results of their operations and changes in their financial position for the
years then ended, in conformity with generally accepted accounting principles applied on a consistent
basis after restatement for the change, with which we concur, in the method of accounting for foreign
currency translation as described in Note A to the consolidated financial statements.
October 24, 1977
Accountants’ Report
To the Board of Directors
Harley Corporation
Spartanburg, South Carolina
We have examined the consolidated balance sheets of Harley Corporation and subsidiaries as at
October 1, 1977 and October 2, 1976 and the related consolidated statements of earnings and retained
earnings and of changes in financial position for the years (52 weeks and 53 weeks) then ended. Our
examinations were made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
As discussed in Note H (7) to the financial statements, the Company is one of five corporations
indicted by action of a Federal Grand Jury under a charge of conspiracy to fix prices of consumer bags
in violation of Section 1 of the Sherman Act. The Company pled nolo contendere to the indictment, and
this plea was accepted by the Court on December 10, 1976. The Company, because its plea of nolo
contendere was accepted, is subject to a fine under the indictment. The Court has not as yet set a date
for sentencing in this matter. The maximum fine which may be imposed under the statute is
$1,000,000. In addition, eight separate civil actions have been filed against the five corporations. The
Company has filed pleadings denying the material allegations of the complaints in all of these civil
actions for damages. The Company anticipates that it will be required to expend significant amounts
for legal fees in defending against these actions. Counsel for the Company advises that it is premature
to comment on the possible outcome of these actions. Based on the existing information, management
cannot presently determine the amount of the fine that may be assessed against the Company in the
criminal action, nor the amount of the liability, if any, that may result from the civil actions for
damages. Accordingly, no provision therefor has been made in the financial statements.
In our opinion, subject to the effects, if any, on the consolidated financial statements of the
ultimate outcome of the uncertainty referred to in the preceding paragraph, the consolidated financial
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statements referred to above present fairly the consolidated financial position of Harley Corporation
and subsidiaries at October 1, 1977 and October 2, 1976 and the consolidated results of their operations
and the changes in their consolidated financial position for the years then ended in conformity with
generally accepted accounting principles consistently applied during the period subsequent to the
change, with which we concur, made as of September 28, 1975 in the method of computing deprecia
tion as described in Note A (3) to the financial statements.
November 7, 1977, except for Note H (7), which is as of December 1, 1977
Auditors' Report
To the Board of Directors and Shareholders of
Intermountain Gas Company:
We have examined the consolidated balance sheets and consolidated statements of capitalization
of Intermountain Gas Company (an Idaho Corporation) and subsidiaries as of September 30, 1977 and
1976, and the related consolidated statements of income, common shareholders’ interest and changes
in financial position for the years then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the accompanying consolidated financial statements present fairly the financial
position of Intermountain Gas Company and subsidiaries as of September 30, 1977 and 1976, and the
results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles which, except for the change (with which we
concur) in the method of accounting for the commodity cost of gas purchased as described in Note 2 to
the consolidated financial statements, were applied on a basis consistent with that of the preceding
period.
October 31, 1977.
Auditors’ Opinion
International Harvester Company,
its Directors and Stockholders:
We have examined the statements of financial condition of International Harvester Company and
subsidiaries as of October 31, 1977 and 1976 and the related statements of income, changes in financial
position, and stockholders’ equity for the years then ended. Our examinations were made in accor
dance with generally accepted auditing standards and, accordingly, included such tests of the account
ing records and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the accompanying financial statements (pages 6 through 17) present fairly the
financial position of International Harvester Company and subsidiaries at October 31, 1977 and 1976
and the results of their operations and changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis, after restate
ment for the change in accounting for product warranty costs described in Note 22 to Financial
Statements.
November 28, 1977
Report of Independent Accountants
To the Shareholders of
NCR Corporation
We have examined the consolidated statements of financial position of NCR Corporation and its
subsidiaries as of December 31, 1977 and 1976, and the consolidated statements of results of opera
tions and of changes in financial position for each of the five years in the period ended December 31,
1977 (pages 28-39). Our examinations were made in accordance with generally accepted auditing
standards and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
As described in Note 2 to the consolidated financial statements, in 1976 the method of accounting
for the translation of foreign currency transactions and foreign currency financial statements was
aligned with the requirements of Statement No. 8 of the Financial Accounting Standards Board.
In our opinion, the consolidated financial statements examined by us present fairly the financial
position of NCR Corporation and its subsidiaries at December 31, 1977 and 1976, and the results of
their operations and the changes in their financial position for the two years ended December 3 1 , 1977,
in conformity with generally accepted accounting principles consistently applied during the period
subsequent to the change, with which we concur, made as of January 1, 1976, referred to in the
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preceding paragraph. Also, in our opinion, the consolidated statements of results of operations and of
changes in financial position for each of the three years in the period ended December 31, 1975, which
have been prepared from the applicable statements covered by our opinions in each of those years,
present fairly the financial information included therein.
January 19, 1978
Opinion of Independent Certified Public Accountants
To the Stockholders and Board of Directors of
New Jersey Natural Gas Company:
We have examined the balance sheet of New Jersey Natural Gas Company as of September 30,
1977 and 1976 and the related statements of operations and retained earnings and changes in financial
position for the years then ended. Our examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
In our opinion, the accompanying financial statements present fairly the financial position of the
Company at September 30, 1977 and 1976 and the results of its operations and changes in its financial
position for the years then ended, in conformity with generally accepted accounting principles consis
tently applied subsequent to the changes, with which we concur, made as of October 1, 1975, in the
methods of accounting for unbilled revenues and purchased fuel costs, as described in Note 2 to the
Financial Statements.
November 16, 1977
Accountants' Report
To the Shareholders
Orange-co, Inc.
Columbus, Ohio
We have examined the consolidated balance sheet of Orange-co, Inc. and Subsidiaries at August
31, 1977 and 1976 and the related consolidated statements of operations, shareholders’ equity and
changes in financial position for the five years ended August 31, 1977. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our opinion, the aforementioned financial statements present fairly the consolidated financial
position of Orange-co, Inc. and Subsidiaries at August 31, 1977 and 1976 and the consolidated results
of operations and changes in financial position for the five years ended August 31, 1977 in conformity
with generally accepted accounting principles applied on a consistent basis, after restatement of years
1974, 1975 and 1976 to give retroactive effect to the change in 1977, with which we concur, in the
method of accounting for citrus inventories and except for the change in 1977, with which we concur,
in the method of accounting for certain leases as described in Note 1 to the Consolidated Financial
Statements.
October 21, 1977
Auditors’ Report
To the Shareholders and the Board of Directors,
Pako Corporation:
We have examined the consolidated balance sheets of Pako Corporation (a Delaware corporation)
and Subsidiaries as of October 31, 1977 and October 31, 1976, and the related consolidated statements
of operations, retained earnings and changes in financial position for the years then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our opinion, the accompanying consolidated financial statements present fairly the financial
position of Pako Corporation and Subsidiaries as of October 31, 1977 and October 31, 1976, and the
results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles consistently applied during the years sub
sequent to the changes made as of November 1, 1975 (with which we concur) to discontinue providing
income taxes on the earnings of the Domestic International Sales Corporation which were determined
to be permanently invested and to adopt the flow-through method of accounting for investment tax
credits as discussed in Note 1 to the accompanying financial statements.
December 12, 1977
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Auditor’s Opinion
Stockholders and Board of Directors
Roper Corporation:
We have examined the consolidated balance sheet of Roper Corporation and subsidiaries as of
July 31, 1977 and December 31, 1976 and the related statements of earnings, stockholders’ equity and
changes in financial position for the seven months ended July 31, 1977 and five years ended December
31, 1976. Our examinations were made in accordance with generally accepted auditing standards, and
accordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
In our opinion, the consolidated financial statements referred to above present fairly the consoli
dated financial position of Roper Corporation and subsidiaries at July 31, 1977 and December 31, 1976,
the results of their operations and the changes in their financial position for the seven months ended
July 31, 1977 and five years ended December 31, 1976, in conformity with generally accepted account
ing principles consistently applied during the period except for the changes in 1974 and 1973, with
which we concur, in the method of valuing inventories and in the method of computing depreciation as
described in Notes B and D to the financial statements.
September 30, 1977
Auditors' Report
The Board of Directors and Stockholders
West Point-Pepperell, Inc.
We have examined the accompanying consolidated balance sheets of West Point-Pepperell, Inc.
at August 27, 1977 and August 28, 1976 and the related consolidated statements of income and
retained earnings and changes in financial position for the years then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our opinion, the statements mentioned above present fairly the consolidated financial position
of West Point-Pepperell, Inc. at August 27, 1977 and August 28, 1976 and the consolidated results of
operations and changes in financial position for the years then ended in conformity with generally
accepted accounting principles applied on a consistent basis during the period, after restatement of the
consolidated financial statements for 1976 to give retroactive effect to the change, with which we
concur, in the method of accounting for leases as described in Note I to the consolidated financial
statements.
September 30, 1977
Report of Independent Public Accountants
To the Stockholders of
XTRA Corporation:
We have examined the consolidated balance sheets of XTRA Corporation (a Delaware corpora
tion) and subsidiaries as of September 30, 1976 and September 30, 1977, the consolidated statements
of income (included under Item 2 of this Annual Report), the consolidated statement of stockholders’
equity and the consolidated statements of changes in financial position for the five years ended
September 30, 1977, and the supporting schedules listed in the accompanying index for the two years
ended September 30, 1977. Our examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
In our opinion, the accompanying financial statements present fairly the consolidated financial
position of XTRA Corporation and subsidiaries as of September 30, 1976 and September 30, 1977, the
results of their operations and the changes in their financial position for the five years ended Sep
tember 30, 1977, and the supporting schedules present fairly the information set forth therein, all in
conformity with generally accepted accounting principles which, except for the change in 1975 (with
which we concur) in the method of accounting for the investment tax credit as described in Note 4 to
the financial statements, were consistently applied during the periods.
December 13, 1977.
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COMPLIANCE AUDIT
Accountants’ Report
Board of Directors
The Boeing Company
Seattle, Washington
We have examined the consolidated statements of financial position of The Boeing Company and
subsidiaries as of December 31, 1977 and 1976, and the related statements of net earnings and retained
earnings and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our opinion, the consolidated financial statements referred to above present fairly the financial
position of The Boeing Company and subsidiaries at December 31, 1977 and 1976, and the results of
their operations and the changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis.
Also, in our opinion, the action of the Board of Directors on February 6, 1978, in setting aside the
sum of $4,000,000 for the year 1977 under the Incentive Compensation Plan for officers and
employees, is in conformity with the provisions contained in the first paragraph of Section 2 of such
plan.
February 6, 1978

DEVIATION FROM GAAP
Auditors’ Report
To the Stockholders and Board of Directors of
Apco Oil Corporation:
We have examined the consolidated statement of net assets in liquidation (on a liquidation basis)
of Apco Oil Corporation (a Delaware corporation) and subsidiaries as of December 31, 1977, and the
related consolidated statement of changes in net assets in liquidation for the six months then ended.
Our examination was made in accordance with generally accepted auditing standards and, accord
ingly, included such tests of the accounting records and such other auditing procedures as we con
sidered necessary in the circumstances, including an examination of the summary of consolidated
results of operations and changes in stockholders’ equity (on an historical cost basis) for the six-month
period ending June 30, 1977, included in Note L to the accompanying statements.
As indicated in Note A to the accompanying statements, on October 27, 1977, the Company’s
stockholders adopted a plan of complete liquidation and also approved three agreements for the sale
by the Company of substantially all of its major assets. As a result, effective July 1, 1977, the
Company commenced reporting its activities by stating assets at estimated realizable values and
adjusting liabilities to reflect estimated remaining obligations in consideration of the adoption of the
plan of liquidation. The accompanying consolidated statement of net assets in liquidation as of De
cember 31, 1977, and the related consolidated statement of changes in net assets for the six months
then ended have been prepared utilizing such accounting concepts. The statements do not purport to
present, and in our opinion do not present, the consolidated financial position and results of operations
of Apco Oil Corporation and subsidiaries as of December 31, 1977, and for the six months then ended in
accordance with generally accepted accounting principles on an historical cost basis.
As discussed in Note C to the accompanying statements, the net assets in liquidation exclude
certain assets for which the Company is unable to estimate realizable values. Furthermore, as stated
in Note G a contingency reserve of $19,100,000 has been provided as an estimate of potential future
obligations and liabilities of the Company. The amounts, if any, ultimately available to the stockhold
ers resulting from the sale of the excluded assets and after settlement of the liabilities and obligations
which the contingency reserve is intended to satisfy are not presently determinable.
Note B to the accompanying statements includes a discussion of several agreements relating to
the sale of the more significant assets of the Company. Two of the agreements discussed therein were
contingent upon the receipt by the Company of satisfactory orders from the Department of Energy.
Orders were received in February 1978, which were generally satisfactory with respect to one of the
agreements. However, the Department of Energy order with regard to the agreement involving the
Company and Oklahoma Refining Corporation, did not grant certain requested relief. A notice of
objection has been filed with the Department of Energy which essentially requests a reconsideration
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of the original order. Apco is presently unable to predict the outcome of this matter. At December 31,
1977, consolidated net assets in liquidation (net of taxes) include approximately $25,190,000 (of which
$11,300,000 is for inventory) applicable to the transaction with Oklahoma Refining Corporation.
In our opinion, subject to the effect of the matters discussed in the preceding two paragraphs, the
accompanying consolidated statements present fairly the consolidated net assets of Apco Oil Corpora
tion and subsidiaries as of December 31, 1977, and their liquidating transactions for the six months
then ended, on a liquidating basis as described in Note A to the accompanying statements. Also, in our
opinion the summary of consolidated results of operations and changes in stockholders’ equity (on an
historical cost basis) contained in Note L fairly summarize the consolidated results of operations of
Apco Oil Corporation and subsidiaries for the six months ended June 30, 1977, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
February 21, 1978.
Report of Independent Auditors
Board of Directors
The Franklin Life Insurance Company
Springfield, Illinois
We have examined the balance sheets (presented on a generally accepted accounting principles
basis) of The Franklin Life Insurance Company as of December 31, 1977 and 1976, and the related
statements of income and retained earnings and changes in financial position for the years then ended
and the balance sheets (statutory basis) as of December 31, 1977 and 1976, and the related statements
of operations, changes in capital, and changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our opinion, the generally accepted accounting principles basis financial statements referred to
above present fairly the financial position of The Franklin Life Insurance Company at December 31,
1977 and 1976, and the results of its operations and the changes in its financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis.
Also, in our opinion, the statutory basis financial statements referred to above present fairly the
financial position of The Franklin Life Insurance Company at December 31, 1977 and 1976, and the
results of its operations, changes in its capital, and changes in its financial position for the years then
ended, in conformity with accounting practices prescribed or permitted by the Illinois Insurance
Department applied on a consistent basis. The differences between such statutory accounting prac
tices and generally accepted accounting principles are described in Note H to the financial statements.
March 17, 1978
Auditors' Opinion
Metropolitan Life Insurance Company:
We have examined the balance sheets of Metropolitan Life Insurance Company as of December
31, 1977 and 1976 and the related statements of operations and contingency reserves and of source and
application of funds for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the accompanying financial statements present fairly the financial position of
Metropolitan Life Insurance Company at December 31, 1977 and 1976 and the results of its operations
and the source and application of its funds for the years then ended, in conformity with accounting
practices prescribed or permitted by insurance regulatory authorities and generally accepted account
ing principles applied (except for the change, with which we concur, in the method of computing
individual life insurance reserves as described in Note 1) on a consistent basis.
February 14, 1978
Accountants' Report
Board of Trustees
The Minnesota Mutual Life Insurance Company:
We have examined the statutory statements of assets and liabilities of The Minnesota Mutual Life
Insurance Company as of December 31, 1977 and 1976 and the related statements of operations and
policyowners’ surplus and changes in financial position for the years then ended. Our examinations
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were made in accordance with generally accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
In our opinion, the aforementioned financial statements present fairly the financial position of The
Minnesota Mutual Life Insurance Company at December 31, 1977 and 1976 and the results of its
operations and the changes in its financial position for the years then ended, in conformity with
insurance accounting practices prescribed or permitted by the Insurance Department of the State of
Minnesota (see note 1), applied on a consistent basis.
March 10, 1978
Auditor's Opinion
To the Board of Directors of
The Montana Power Company
We have examined the consolidated financial statements of The Montana Power Company and its
subsidiaries for the two years ended December 31, 1977 and 1976, appearing on pages sixteen through
twenty-seven of this report. As explained in Note 1 to the financial statements, the Company main
tains accounts to conform to the accounting requirements of both the Public Service Commission of
Montana and the Federal Energy Regulatory Commission; financial statements based on the accounts
prescribed by both Commissions are presented in this report. Our examinations, which were directed
to both sets of financial statements, were made in accordance with generally accepted auditing stan
dards and accordingly included such tests of the accounting records and such other auditing proce
dures as we considered necessary in the circumstances.
As described more fully in Note 1, the differences between these two sets of financial statements
arise from a decision of the Federal Energy Regulatory Commission which has resulted in the exclu
sion of some $21,600,000 of Company’s costs from the plant accounts with a corresponding reduction in
shareholders’ investment. The Public Service Commission of Montana recognizes $15,700,000 of such
amounts as legitimate costs of utility plant and permits the Company to earn a return thereon and has
authorized the Company to recover the balance of $5,900,000 as a cost of service over a twenty year
period. Because the Public Service Commission of Montana has the major jurisdiction over the affairs
of the Company, including rates and securities issues, the financial statements based on its accounting
requirements, in our opinion, are the more useful to the Company’s shareholders.
In 1977 the Company included in utility operating revenues approximately $12,500,000 billed to
customers principally pursuant to temporary rate increases authorized by the Public Service Commis
sion of Montana which is subject to rebate pending final orders by the Commission. The Company
cannot predict the amount, if any, of such revenues which might be rebated and no provision for
rebates has been made in the accounts; see Note 6.
In our opinion, subject to the effects of such adjustments, if any, as might have been required if
the outcome of the uncertainty referred to above had been known, the accompanying financial state
ments based on the accounts prescribed by the Public Service Commission of Montana present fairly
the consolidated financial position of The Montana Power Company and its subsidiaries at December
31, 1977 and 1976, the results of their operations and the changes in their financial position for the
years then ended, in conformity with generally accepted accounting principles consistently applied.
Also, in our opinion, subject to the effects of such adjustments, if any, as might have been
required if the outcome of the uncertainty referred to above had been known, the accompanying
financial statements based on the accounts prescribed by the Federal Energy Regulatory Commission
present fairly the consolidated financial position of The Montana Power Company and its subsidiaries
at December 31, 1977 and 1976, the results of their operations and the changes in their financial
position for the years then ended, in conformity with the applicable accounting regulations and orders
of the Federal Energy Regulatory Commission consistently applied.
February 17, 1978, except as to the fourth paragraph of Note 6 which is as of March 3, 1978
Report of Independent Accountants
To the Shareholders and Board of Directors of
Morgan Adhesives Company
We have examined the consolidated financial statements listed in the accompanying index of
Morgan Adhesives Company (a majority-owned subsidiary of Bemis Company, Inc.) and its sub
sidiaries as of December 31, 1977 and 1976. Our examinations were made in accordance with generally
accepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
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As described in Note 2 to the consolidated financial statements, the method of accounting for
leases was changed in 1977. The Company has not presented foreign geographic area information in
the detail required by Financial Accounting Standards Board Statement No. 14.
In our opinion, except for the omission of geographic area information referred to in the preceding
paragraph, the consolidated financial statements examined by us present fairly the financial position
of Morgan Adhesives Company and its subsidiaries at December 31, 1977 and 1976, and the results of
their operations and the changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis after restatement for the change
in the method of accounting for leases, with which we concur.
January 24, 1978

Auditors’ Report
To the Certificate Holders and the Trustees of
North European Oil Royalty Trust:
We have examined the statements of assets, liabilities and trust corpus of North European Oil
Royalty Trust as of October 31, 1977 and 1976, and the related statements of income and expenses on a
cash basis, undistributed earnings, trust corpus and changes in cash for the years then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
Since, as discussed in Note 1, the accounts of the Trust are maintained on the cash basis rather
than on the accrual basis of accounting, the accompanying statements do not purport to present, and in
our opinion do not present, financial position and results of operations in conformity with generally
accepted accounting principles. On the cash basis, income is recorded only when collected instead of
when earned, and expenses are recorded when paid instead of when incurred.
In our opinion, the accompanying financial statements present fairly the assets, liabilities and
trust corpus of North European Oil Royalty Trust as of October 31, 1977 and 1976, and the income and
expenses and changes in cash for the years then ended, all on the cash basis consistently applied
during the periods.
November 11, 1977

Report of Independent Certified Public Accountants
Board of Directors
Northwestern National Life Insurance Company
Minneapolis, Minnesota
We have examined the consolidated balance sheets of the separate and combined Stock and
Mutual Departments of Northwestern National Life Insurance Company and subsidiaries as of De
cember 31, 1977 and 1976 and their related consolidated statements of operations, shareholders’
equity and Mutual Department surplus, and changes in financial position for the years then ended.
Our examinations were made in accordance with generally accepted auditing standards and, accord
ingly, included such tests of the accounting records and such other auditing procedures as we con
sidered necessary in the circumstances.
The financial statements of the Stock Department have been prepared on the basis of generally
accepted accounting principles for stock life insurance companies. The financial statements of the
Mutual Department have been prepared on the basis of statutory accounting practices prescribed or
permitted by state regulatory authorities. Except for the accounting for the acquisition of Northern
Life Insurance Co. (See Note 4), these statutory accounting practices conform in all material respects
with generally accepted accounting principles. The entire company financial statements represent the
sum of the amounts shown in the financial statements of each separate department.
In our opinion, except for the effect of the accounting for the acquisition referred to above on the
financial statements of the separate Mutual Department and the combined Stock and Mutual Depart
ments for the year ended December 31, 1977, the aforementioned financial statements present fairly
the consolidated financial position of the separate and combined Stock and Mutual Departments of
Northwestern National Life Insurance Company and subsidiaries as of December 31, 1977 and 1976,
and the results of their operations and the changes in their financial position for the years then ended,
in conformity with generally accepted accounting principles applied on a consistent basis.
February 9, 1978
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EMPHASIS OF A MATTER
Report of Independent Certified Public Accountants
To the Shareholders and Board of Directors
Anderson Jacobson, Inc.
We have examined the consolidated balance sheets of Anderson Jacobson, Inc. and subsidiaries as
of March 31, 1978 and 1977 and the related consolidated statements of operations, of changes in
shareholders’ equity and of changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
As explained in Note 4 to the Consolidated Financial Statements, the Company provided addi
tional depreciation charges in the amounts of $438,000 and $267,000 in the years ended March 3 1 , 1978
and 1977, respectively. These additional depreciation charges were made to recognize the develop
ment of uncertainties in the economic value and future utilization of this equipment and have been
treated as a change in accounting estimate.
In our opinion, the Financial Statements identified above present fairly the financial position of
Anderson Jacobson, Inc. and subsidiaries consolidated at March 31, 1978 and 1977 and the results of
their operations and the changes in their financial position for the years then ended in conformity with
generally accepted accounting principles applied on a consistent basis.
June 2, 1978
Auditor’s Opinion
The Board of Directors and Stockholders
Business Men’s Assurance Company of America:
We have examined the consolidated balance sheets of Business Men’s Assurance Company of
America (successor of BMA Corporation under plan of reorganization as described in note 1 to the
financial statements) and subsidiaries as of December 31, 1977 and 1976 and the related consolidated
statements of earnings, stockholders’ equity and changes in financial position for the years then
ended. Our examinations were made in accordance with generally accepted auditing standards, and
accordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances. We did not examine the financial statements of certain real
estate joint ventures, which reflect in both 1977 and 1976 total assets constituting 2% and total
revenues constituting 2% of the related consolidated totals. These statements were examined by other
auditors whose reports thereon have been furnished to us and our opinion expressed herein, insofar as
it relates to the amounts included for these joint ventures, is based solely upon the reports of other
auditors.
In our opinion, based upon our examinations and the reports of other auditors, the aforemen
tioned financial statements present fairly the consolidated financial position of Business Men’s Assur
ance Company of America and subsidiaries at December 31, 1977 and 1976 and the results of their
operations and the changes in their financial position for the respective years then ended, in conform
ity with generally accepted accounting principles applied on a consistent basis.
The examinations referred to above were directed primarily toward formulating an opinion on the
consolidated financial statements, taken as a whole. The accompanying consolidated statements of
earnings includes financial information on the life insurance operations. Such information is presented
for supplementary analysis purposes and is not necessary for the fair presentation of the results of
operations of the consolidated group in accordance with generally accepted accounting principles. The
financial information on life insurance operations has been subjected to the auditing procedures
applied in the examinations of the consolidated financial statements and in our opinion, is stated fairly
in all material respects only when considered in conjunction with the consolidated statements of
earnings taken as a whole.
March 10, 1978
Auditors’ Opinion
J. B. Ivey & Company:
We have examined the consolidated balance sheet of J. B. Ivey & Company and subsidiaries as of
February 3 , 1978 and January 2 8 , 1977 and the related statements of consolidated income and retained
earnings and changes in consolidated financial position for the fiscal years then ended. Our examina
tions were made in accordance with generally accepted auditing standards and, accordingly, included
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such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances.
As explained in the third paragraph under “Significant Accounting Policies,” during fiscal 1978
the Company revised the estimated residual values of substantially all its depreciable assets. As a
result of this revision, depreciation expense for the year ended February 3, 1978 was reduced by
approximately $546,000, of which approximately $146,000 is applicable to buildings.
In our opinion, the accompanying financial statements present fairly the financial position of the
companies as of February 3, 1978 and January 28, 1977 and the results of their operations and the
changes in their financial position for the fiscal years then ended, in conformity with generally ac
cepted accounting principles applied on a consistent basis.
March 31, 1978
Auditor’s Report
To the Board of Directors and Stockholders of
The Manhattan Life Corporation:
We have examined the consolidated balance sheet of The Manhattan Life Corporation and sub
sidiaries as of December 31, 1977 and 1976, and the related consolidated statements of income, surplus
and changes in financial position for the years then ended. Our examinations were made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
As more fully described in Note 6, no unqualified legal opinion can be rendered concerning the
degree to which the policyholders and shareholders of the Corporation’s Insurance subsidiary, respec
tively, would share in the total surplus account of the subsidiary.
In our opinion, the aforementioned financial statements present fairly the consolidated financial
position of The Manhattan Life Corporation and subsidiaries at December 31, 1977 and 1976, and the
consolidated results of operations and changes in financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis.
March 6, 1978
Auditors’ Opinion
The Board of Directors and the Shareholders of
Nationwide Corporation:
We have examined the accompanying consolidated financial statements of Nationwide Corpora
tion and the financial statements of the combined life insurance subsidiaries, the combined financial
service subsidiaries, and National Casualty Company as of December 31, 1977 and 1976 and for the
years then ended. Our examinations were made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
Participating insurance and the related surplus of a major life insurance subsidiary are discussed
in note 7. The subsidiary and the Corporation and their counsel are of the opinion that the ultimate
ownership of the participating surplus in excess of contemplated equitable policyholder dividends
belongs to the shareholders. The accompanying financial statements are presented on such basis.
In our opinion, the accompanying consolidated balance sheets of Nationwide Corporation, the
balance sheets of the combined life insurance subsidiaries, the combined financial service subsidiaries,
and National Casualty Company and the applicable related statements of income, shareholders’ equity
and changes in financial position present fairly the financial position of Nationwide Corporation and its
subsidiaries, the respective combined companies and National Casualty Company at December 31,
1977 and 1976 and the applicable results of operations and changes in financial position for the years
then ended, in conformity with generally accepted accounting principles consistently applied during
the period except for the change in 1977, with which we concur, in the method of calculating long-term
disability loss reserves of National Casualty Company as described in note 5 to the financial state
ments.
March 3, 1978
Report of Independent Certified Public Accountants
The Board of Directors
First mark Corporation
Buffalo, New York
We have examined the consolidated balance sheets of 998 Broadway, Inc. and subsidiaries as of
January 1, 1977 and December 31, 1977, and the related statements of operations, stockholder’s
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investment and changes in financial position for the 52 weeks ended January 31, 1976, the 39 weeks
ended October 30, 1976, the 9 weeks ended January 1, 1977, and the 52 weeks ended December 31,
1977. Our examinations were made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
As disclosed in Note A to the financial statements, prior to October 30, 1976, 998 Broadway, Inc.
was a wholly-owned subsidiary of Brighton Products, Inc. and subsequent thereto became a whollyowned subsidiary of Firstm ark Corporation, In conjunction therewith, an agreement with
Firstmark Corporation described in Note B to the financial statements necessitated a modification of
the method of providing for federal income taxes used by 998 Broadway, Inc. As a result, operations
for the 39 weeks ended October 30, 1976, the 9 weeks ended January 1, 1977, and the 52 weeks ended
December 31, 1977, are not indicative of results of operations had 998 Broadway, Inc. been operated
as an unaffiliated company.
In our opinion, the consolidated financial statements referred to above present fairly the financial
position of 998 Broadway, Inc. and subsidiaries at January 1, 1977 and December 31, 1977, and the
results of their operations and the changes in their financial position for the periods previously
indicated, in conformity with generally accepted accounting principles applied on a consistent basis.
March 3, 1978
Report of Certified Public Accountants
The Board of Directors and Stockholders
Revell, Incorporated
We have examined the accompanying consolidated financial statements of Revell, Incorporated
listed in the index to consolidated financial statements. Our examinations were made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements listed in the accompanying index to consolidated financial
statements present fairly the consolidated financial position of Revell, Incorporated at January 1, 1978
and January 2, 1977, and the consolidated results of operations and changes in financial position for the
years then ended, in conformity with generally accepted accounting principles applied on a consistent
basis during the period except for the change, with which we concur, in the method of amortizing
product tooling costs as described in Note 3 to the consolidated financial statements.
March 7, 1978
Exhibit II—Item 13(a) 2.
Mr. Marshall Metlen
Executive Vice President
Revell, Incorporated
4223 Glencoe Avenue
Venice, California 90291
Dear Mr. Metlen:
Note 3 of Notes to Consolidated Financial Statements of Revell, Incorporated included in its
Form 10-K for the year ended January 1, 1978 describes a change in the method of accounting for mold
design and tooling costs. You have advised us that you believe the change is to a preferable method
based on the current operations of the Company because the new method more closely matches costs
with revenues.
Relying on the business judgment of the management of your Company that the change more
closely matches costs with revenues, we conclude that the change in accounting described in Note 3 is
to an acceptable method which is preferable based on the current operations of the Company.
March 29, 1978
Auditor’s Opinion
To the Board of Directors
SBE, Inc.
Watsonville, California
We have examined the consolidated balance sheet of SBE, Inc. and subsidiaries as of October 31,
1977 and 1976, and the related consolidated statements of income (loss), shareholders’ equity and
changes in financial position for the years then ended. Our examinations were made in accordance with
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generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
We did not examine the financial statements of Linear Systems, S.A., a wholly-owned consoli
dated subsidiary, which statements reflect, for the year ended October 31, 1977, total assets and
revenues constituting 7% and 17% respectively, of the related consolidated totals as described in Note
3. These statements were examined by other auditors whose reports thereon have been furnished to
us. Our opinion expressed herein, insofar as it relates to the amounts included for Linear Systems,
S.A., is based solely upon the reports of the other auditors. Amounts relating to this subsidiary were
not significant in 1976.
Market conditions for the sale of citizens-band radios (the Company’s principal product) have
deteriorated significantly during the past year and continue to be depressed. As described in Note 2 to
the financial statements, this has caused the Company to take substantial write-downs of its inven
tories and accounts receivable.
In our opinion, based upon our examinations and the reports of other auditors referred to above,
the aforementioned financial statements present fairly the consolidated financial position of SBE, Inc.
and subsidiaries at October 31, 1977 and 1976 and the consolidated results of their operations and the
changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
December 23, 1977, except as to the third paragraph of Note 11, as to which the date is January 27,
1978.
Accountants’ Report
The Board of Directors and Stockholders
Spector Industries, Inc.
We have examined the consolidated balance sheets of Spector Industries, Inc. and Subsidiaries as
of December 31, 1977 and 1976 and the related consolidated statements of income, stockholders’ equity
and changes in financial position for the years then ended. Our examinations were made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
As discussed in note 11 to the consolidated financial statements, the Company is party to litiga
tion related to the November 20, 1970 acquisition of Hennis Freight Lines, Inc. by Benton-Spry, Inc.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of Spector Industries, Inc. and Subsidiaries at December 31, 1977 and 1976 and the results of
their operations and changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis.
February 17, 1978, except as to note 15, which is as of March 15, 1978.
Report of Independent Certified Public Accountants
Board of Directors
Stewart Sandwiches, Inc.
Norfolk, Virginia
We have examined the consolidated balance sheets of Stewart Sandwiches, Inc. and subsidiaries
as of June 30, 1978 and July 1, 1977 and the related consolidated statements of income, stockholders’
equity and changes in financial position for the fiscal year ended June 30, 1978 and the forty weeks
ended July 1, 1977. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
As more fully discussed in the footnotes, the Company changed its fiscal year in 1977 to the 52/53
week period ending closest to June 30. The accompanying financial statements for the period ending
July 1, 1977 include results of operations and changes in financial position for the forty week period
September 25, 1976 through July 1, 1977.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Stewart Sandwiches, Inc. and subsidiaries at June 30, 1978 and July 1, 1977 and the
consolidated results of their operations and changes in financial position for the fiscal year ended June
30, 1978 and the forty weeks ended July 1, 1977 in conformity with generally accepted accounting
principles applied on a consistent basis after giving retroactive effect to the accounting changes, with
which we concur, as described in the footnotes. The consolidated statement of income for the fifty-four
weeks ended July 1, 1977, presented for comparative purposes, was not audited by us and accordingly
we do not express an opinion on it.
August 30, 1978
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Accountants’ Report
To the Stockholders
Tyson Foods, Inc.
We have examined the consolidated balance sheet of Tyson Foods, Inc., (an Arkansas Corpora
tion) and Subsidiaries as of October 1, 1977 and October 2, 1976, and the related consolidated state
ments of income, stockholders’ equity and changes in financial position for the years then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances. Two of the wholly-owned subsidiaries included in these consolidated
statements maintain their books of account by the cash method of accounting but the accounts of such
subsidiaries have been examined and included in these statements in conformity with the accrual basis
of reporting which, in our opinion, is the proper basis of reporting.
In our opinion, the financial statements referred to above, present fairly the financial position of
Tyson Foods, Inc. and Subsidiaries, as of October 1, 1977 and October 2, 1976, and the results of their
operations and changes in their financial position for the years then ended, in conformity with gener
ally accepted accounting principles applied on a consistent basis.
November 4, 1977
Report Of Independent Accountants
To the Stockholders and Board of Directors of
Union Electric Company
We have examined the consolidated balance sheet and the consolidated statement of long-term
debt and preferred stock of Union Electric Company and its subsidiaries as of December 31, 1977 and
1976, and the related consolidated statements of income, retained earnings, other paid-in capital and
changes in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
As indicated in Note 7 and as explained on page 4 under “Environmental Regulation”, the
Company could be required to incur substantial additional future construction expenditures and
operating costs in an attempt to achieve compliance with applicable air quality regulations and sub
stantial penalties could be invoked for non-compliance.
In our opinion, the consolidated financial statements examined by us present fairly the financial
position of Union Electric Company and its subsidiaries at December 31, 1977 and 1976, and the
results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles consistently applied.
February 23, 1978

Accountants’ Report
The Board of Directors
Vico Corporation:
We have examined the balance sheets of Vico Corporation as of December 31, 1977 and 1976,
and the related statements of results of operations and stockholders’ equity and changes in financial
position for the years then ended. Our examinations were made in accordance with generally accepted
auditing standards, and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
As described in Note 1 to the financial statements, the shareholders approved a Plan of Complete
Liquidation of the Company on December 22, 1977. However, the aforementioned financial state
ments have been prepared in conformity with generally accepted accounting principles and do not
purport to show assets, liabilities, or stockholders’ equity at liquidation value.
The balance sheet at December 31, 1977 includes investment in discontinued import service
operations of $3,292,000. Ultimate realization of the Company’s investment in discontinued import
service operations is dependent upon the actual sale price to be received.
In our opinion, subject to the effect, if any, on the 1977 financial statements of the ultimate
disposition of the Company’s discontinued import service operations, the aforementioned financial
statements present fairly the financial position of Vico Corporation at December 31, 1977 and 1976
and the results of its operations and the changes in its financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis.
March 3, 1978
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Report of Independent Accountants
To the Board of Directors and Shareholders of
Work Wear Corporation, Inc.
We have examined the consolidated balance sheet of Work Wear Corporation, Inc. and its sub
sidiaries as of December 31, 1977 and December 31, 1976 (pro forma), and the related consolidated
statements of income, shareholders’ equity and of changes in financial position for the years then
ended (pro forma prior to July 26, 1977). Our examinations were made in accordance with generally
accepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
As explained in Note A, on July 26, 1977 Work Wear Corporation, Inc. was spun-off to the
shareholders of Work Wear Corporation. Accordingly, the accompanying financial statements prior to
that date are pro forma.
In our opinion, the consolidated financial statements examined by us present fairly the financial
position of Work Wear Corporation, Inc. and its subsidiaries as of December 31, 1977 and December
31, 1976 (pro forma) and the results of their operations and the changes in their financial position for
the years then ended (pro forma prior to July 26, 1977) in conformity with generally accepted account
ing principles consistently applied.
March 3, 1978

FOREIGN STATEMENTS
Opinion of Independent Accountants
To the Stockholders and Board of Directors of
Sony Corporation (Sony Kabushiki Kaisha)
In our opinion, the accompanying consolidated balance sheets and the related consolidated state
ments of income and retained earnings and of changes in financial position, expressed in yen, present
fairly the financial position of Sony Corporation (Sony Kabushiki Kaisha) and its consolidated sub
sidiaries at October 31, 1977 and 1976, the results of their operations and the changes in their financial
position for the years then ended, in conformity with generally accepted accounting principles in the
United States of America consistently applied. Our examinations of these statements were made in
accordance with generally accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
December 19, 1977

OWNERSHIP OF THE COMPANY DISCLOSED
Report of Certified Public Accountants
To the Shareholder and Board of Directors of
American Express Credit Corporation
We have examined the accompanying consolidated balance sheet of American Express Credit
Corporation at December 31, 1977 and 1976 and the related consolidated statements of income and
retained earnings, and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards, and, accordingly, included such tests
of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
As more fully described in Note 1, the Company is a wholly-owned subsidiary of American
Express Company and purchases receivables from and conducts certain other business transactions
with its parent.
In our opinion, the statements mentioned above present fairly the consolidated financial position
of American Express Credit Corporation at December 31, 1977 and 1976 and the consolidated results
of operations and changes in consolidated financial position for the years then ended, in conformity
with generally accepted accounting principles applied on a consistent basis.
February 10, 1978
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Report of Independent Accountants
To the Stockholders and Board of Directors of
Chemed Corporation:
In our opinion, the accompanying consolidated balance sheet and the related consolidated state
ments of income, stockholders’ equity and changes in financial position present fairly the financial
position of Chemed Corporation (an 89%-owned subsidiary of W. R. Grace & Co.) and its subsidiaries
at December 31, 1977 and 1976, and the results of their operations and the changes in their financial
position for the years then ended, in conformity with generally accepted accounting principles consis
tently applied. Our examinations of these statements were made in accordance with generally ac
cepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
February 24, 1978
Report of Certified Public Accountants
To the Board of Directors and Shareholder
Intercontinental Mortgage Company
We have examined the accompanying balance sheets of Intercontinental Mortgage Company at
December 31, 1977 and 1976 and the related statements of income, shareholder’s equity and changes in
financial position for the years then ended. Our examinations were made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
As more fully described in Note 1, the Company is a wholly-owned subsidiary of Pulte Home
Corporation. The Company derives a substantial portion of its income from providing financing ser
vices for Pulte Home Corporation customers.
In our opinion, the statements mentioned above present fairly the financial position of Interconti
nental Mortgage Company at December 31, 1977 and 1976 and the results of operations and changes in
financial position for the years then ended, in conformity with generally accepted accounting princi
ples applied on a consistent basis during the period.
January 20, 1978
Auditors’ Report
To the Board of Directors,
Union Investment Company:
We have examined the consolidated balance sheet of Union Investment Company (a Michigan
corporation) and subsidiaries as of December 31, 1977 and 1976, and the related consolidated state
ments of operations, retained earnings and changes in financial position for the years then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
As discussed in Note 17 to the consolidated financial statements, the stockholders of the Company
have approved an Agreement and Plan of Reorganization and Merger which provides for the merger
of the Company into Northwest Acceptance Corporation, a subsidiary of Orbanco, Inc.
In our opinion, the accompanying consolidated financial statements present fairly the financial
position of Union Investment Company and subsidiaries as of December 31, 1977 and 1976, and the
results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles consistently applied during the periods.
March 15, 1978.

“PRICE-LEVEL" INFORMATION EXAMINED
Current-Value Accountants’ Report
Board of Directors and Stockholders
Iowa Beef Processors, Inc.
Dakota City, Nebraska
The accompanying consolidated current-value balance sheets of Iowa Beef Processors, Inc. and
subsidiaries as of October 29, 1977, and October 30, 1976 and the related current-value statements of
net results of operations and changes in value and statements of stockholders’ equity for the years
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then ended have been prepared on a current-value basis of accounting as more fully discussed in Note
1. The current-value basis differs significantly from, and is not in accordance with, generally accepted
accounting principles. Further, the current-value financial statements are not intended to measure
the net realizable value or market value of the Company taken as a whole.
Because current-value accounting is presently in an experimental stage, uniform criteria for the
preparation and presentation of current-value financial information have not yet been established and
acceptable alternatives exist as to the nature and content; accordingly, as experimentation proceeds,
the principles followed in the accompanying current-value financial statements may be modified.
Our examination of the current-value financial statements was made in accordance with generally
accepted auditing standards and, accordingly, included a review of selected data used to obtain
current values and such other auditing procedures we considered necessary in the circumstances. In
our opinion, the current-value financial statements referred to above are a reasonable and appropriate
presentation of the information set forth therein on the basis indicated in Note 1, which basis has been
applied in a manner consistent with that of the preceding year after restatement (Note 8).
December 23, 1977
Auditors’ Opinion
Maryland Properties, Inc. and Subsidiary
We have examined the consolidated balance sheets of Maryland Properties, Inc. and subsidiary as
of November 30, 1977 and 1976, and the related statements of consolidated income and retained
earnings and changes in consolidated financial position for the years then ended, as stated in historical
amounts and in units of general purchasing power (see Note 1 to financial statements). Our examina
tions were made in accordance with generally accepted auditing standards and, accordingly, included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances.
As described in Note 1, the financial statements stated in units of general purchasing power
supplement the financial statements stated in historical amounts. However, they are not intended to
present financial position, results of operations and changes in financial position in conformity with
generally accepted accounting principles.
In our opinion, the financial statements stated in historical amounts referred to above present
fairly the financial position of the companies at November 30, 1977 and 1976 and the results of their
operations and the changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis.
Also, in our opinion, the financial statements stated in units of general purchasing power referred
to above, when considered in relation to the basic financial statements stated in historical amounts,
present fairly in all material respects the information shown therein, on the basis of accounting
described in Note 1, which basis has been consistently applied.
January 12, 1978
Accountants’ Opinions
Stockholders of
Monumental Corporation
We have examined the consolidated balance sheets of Monumental Corporation and its sub
sidiaries and the individual balance sheets of Monumental Life Insurance Company and the consoli
dated balance sheets of Monumental Properties, Inc. and its subsidiaries as of December 31, 1977 and
1976, and the related consolidated and individual statements of earnings, stockholders’ equity, re
tained earnings and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. We did not examine the financial statements of The Volunteer State Life Insurance
Company (a consolidated subsidiary of Monumental Corporation) which statements reflect total assets
and revenues approximating 19% and 18%, respectively, of the consolidated totals for both years.
These statements were examined by other auditors whose report thereon has been furnished to us and
our opinion expressed herein, insofar as it relates to the amounts included for Volunteer, is based
solely upon such report.
In our opinion, based on our examinations and, as to the consolidated statements, the report of
other auditors, the consolidated and individual financial statements referred to above present fairly
the consolidated and individual financial positions of Monumental Corporation and its subsidiaries,
Monumental Life Insurance Company and Monumental Properties, Inc, and its subsidiaries as of
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December 31, 1977 and 1976, and the consolidated and individual results of their operations and
changes in their financial positions for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
March 9, 1978
Board of Directors of
Monumental Corporation
We reported on the historical cost basis consolidated financial statements of Monumental Proper
ties, Inc. and its subsidiaries under date of March 9, 1978.
We have also examined the consolidated current value balance sheets of Monumental Properties,
Inc. and its subsidiaries as of December 31, 1977 and 1976 and the consolidated statement of changes
in revaluation equity for the year ended December 31, 1977. As described in Note 1, the current value
basis of presentation provides relevant information about the current financial position of the Com
pany which is not provided by the financial statements prepared on the historical cost basis. The
current value basis of presentation differs significantly from the hisotrical cost basis required by
generally accepted accounting principles.
In our opinion the consolidated current value financial statements present fairly the consolidated
financial position of Monumental Properties, Inc. and its subsidiaries as of December 31, 1977 and
1976, and the consolidated changes in revaluation equity for the year ended December 31, 1977, on the
basis referred to above and as described in Note 1 on a consistent basis.
March 9, 1978
Report of Independent Accountants
To the Board of Directors and Shareholders of
Shell Oil Company:
We have examined the consolidated financial statements of Shell Oil Company appearing in the
Annual Reports to Shareholders for the five years ended December 31, 1977. Those financial state
ments do not reflect the changes in the general purchasing power of the U.S. dollar from the time
transactions took place. We have also examined the supplementary price level adjusted financial
information for the five years ended December 31, 1977 restated for effects of changes in the general
price level as described in the Explanatory Note on page 53. In our opinion, the supplementary
Summary Statement of Income, Summary Balance Sheet and Per Share Data shown on page 53
present fairly the historical financial information restated in terms of the general purchasing power of
the U.S. dollar at December 31, 1977 in accordance with guidelines, consistently applied, recom
mended in Accounting Principles Board Statement No. 3 and a Proposed Statement of Financial
Accounting Standards, except for the treatment, with which we concur, of deferred income taxes as
monetary items.
February 3, 1978

OTHER TYPES OF INFORMATION EXAMINED
Independent Auditors’ Report
To the Shareholders and Board of Directors
Aluminum Company of America:
We have examined the consolidated balance sheets of Aluminum Company of America and con
solidated subsidiaries as of December 31, 1977 and 1976 and the related statements of consolidated
income and retained earnings and changes in consolidated financial position for the years then ended.
Our examinations were made in accordance with generally accepted auditing standards and, accord
ingly, included such tests of the accounting records and such other auditing procedures as we con
sidered necessary in the circumstances.
In our opinion, the aforementioned financial statements present fairly the consolidated financial
position of Aluminum Company of America and consolidated subsidiaries at December 31, 1977 and
1976 and the consolidated results of their operations and changes in their consolidated financial
position for the years then ended, in conformity with generally accepted accounting principles applied
on a consistent basis.
In addition, we have read the financial information included in the Financial highlights on the
inside front cover and in the Historical summary under the captions, “Earnings,” “Financial position”
and “Share data” on pages 28 and 29 of this annual report, have compared it to data taken from the
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audited financial statements, subjected it to audit procedures, and verified its mathematical accuracy.
In our opinion, such data is fairly stated in relation to the audited financial statements taken as a
whole.
January 18, 1978
Auditors' Report
Stockholders of
American Aggregates Corporation:
We have examined the consolidated balance sheets of American Aggregates Corporation (an Ohio
corporation) and its subsidiaries as of March 31, 1978 and March 31, 1977, and the related consolidated
statements of earnings, stockholders’ equity, and changes in financial position for the years then
ended. Our examinations were made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of American Aggregates Corporation and its subsidiaries as of March 31, 1978 and March 31,
1977, and the consolidated results of their operations and changes in their financial position for the
years then ended, in conformity with generally accepted accounting principles applied on a consistent
basis.
Our examinations were made primarily for the purpose of formulating the opinion stated in the
preceding paragraph. The supplemental data included in this report, “Results in Brief’ and “Five
Years in Review,” although not considered necessary for a fair presentation of financial position,
results of operations and changes in financial position, have been subjected to the audit procedures
applied in the examination of the related basic financial statements. In our opinion, the supplemental
data is fairly stated in all material respects in relation to the basic consolidated financial statements
taken as a whole.
April 28, 1978
Auditors’ Opinion
To The Board of Directors and Stockholders of
The Bendix Corporation:
We have examined the consolidated balance sheets of The Bendix Corporation and consolidated
subsidiaries as of September 30, 1977 and 1976 and the related consolidated statements of income and
changes in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. We have previ
ously examined and expressed our unqualified opinions on the consolidated financial statements for
the three years ended September 30, 1975 (not presented herewith) from which the comparative
information accompanying the consolidated statements of income was prepared.
In our opinion, such consolidated financial statements present fairly the financial position of The
Bendix Corporation and consolidated subsidiaries at September 30, 1977 and 1976 and the results of
their operations and the changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis. Also, in our opinion, the
comparative information presents fairly in all material respects the information set forth therein on a
basis consistent with the financial statements referred to above.
November 14, 1977
Auditor’s Opinion
Centennial Corporation
Grand Rapids, Michigan
We have examined the consolidated balance sheet of Centennial Corporation and subsidiaries as
of December 31, 1977 and 1976, and the related consolidated statements of operations, excluding
investment gains and losses, investment gains and losses, shareholders’ equity, and changes in finan
cial position for the years then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements mentioned present fairly the consolidated financial posi
tion of Centennial Corporation and subsidiaries at December 31, 1977 and 1976, and the consolidated
results of operations and changes in financial position for the years then ended, in conformity with
generally accepted accounting principles, applied on a consistent basis.
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Also, in our opinion, the supplemental statements of operations (property and liability and lend
ers’ insurance; life insurance; private mortgage insurance, and Centennial Corporation and financial
services) present fairly the information set forth therein.
February 25, 1978
Auditors’ Report
To the Board of Directors and Stockholders of
Corroon & Black Corporation:
We have examined the consolidated balance sheet of Corroon & Black Corporation and sub
sidiaries as of December 31, 1977 and 1976, and the related consolidated statements of income,
stockholders’ equity and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
In our opinion, the aforementioned financial statements present fairly the consolidated financial
position of Corroon & Black Corporation and subsidiaries at December 31, 1977 and 1976, and the
consolidated results of their operations and changes in their financial position for the years then
ended, in conformity with generally accepted accounting principles applied on a consistent basis.
In addition, we have read the historical accounting information included on pages 1 to 4, 14 and 15
of this annual report; have compared it to data taken from the audited financial statements; have
subjected it to audit procedures; and have verified its mathematical accuracy. In our opinion, such
data are fairly stated in relation to the audited financial statements taken as a whole.
February 16, 1978
Accountants’ Report
To the Board of Directors and Stockholders of
Crum and Forster
We have examined the consolidated balance sheets of Crum and Forster and Subsidiaries at
December 31, 1977 and 1976 and the related consolidated statements of income, stockholders’ equity,
and changes in financial position for the years then ended. Our examinations were made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Crum and Forster and Subsidiaries at December 31, 1977 and 1976, and the consolidated
results of operations and the related changes in financial position for the years then ended, in confor
mity with generally accepted accounting principles applied on a consistent basis.
In addition, we have read the historical accounting information included in the tables and charts
on pages 2, 4, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 30, 32, and 33 of this annual report; have compared it to
data taken from the audited financial statements; have subjected it to audit procedures and have
verified its mathematical accuracy. In our opinion, such data are fairly stated in relation to the audited
financial statements taken as a whole.
February 16, 1978
Auditors’ Report
To the Stockholders
Curtiss-Wright Corporation
We have examined the consolidated balance sheets of Curtiss-Wright Corporation and Sub
sidiaries as of December 31, 1977 and 1976, and the related consolidated statements of earnings and
retained earnings, segment of business information, and changes in financial position for the years
then ended on pages 17 to 28 inclusive. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances. We did not examine the
financial statements of Dorr-Oliver Incorporated and Subsidiaries which statements reflect total
assets and revenues constituting 32% and 45%, respectively, for 1977 and 34% and 41%, respectively,
for 1976 of the related consolidated totals. These statements were examined by other public accoun
tants, whose reports thereon have been furnished to us. Our opinion expressed herein, insofar as it
relates to the amounts included for such subsidiaries, is based solely on such reports.
In our opinion, based upon our examinations and the reports of other public accountants, the
financial statements referred to above present fairly the consolidated financial position of Curtiss-
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Wright Corporation and Subsidiaries at December 31, 1977 and 1976, and the consolidated results of
their operations, segment of business information, and changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis.
February 13, 1978.
Report of Independent Accountants
To the Board of Directors and Stockholders of
Dana Corporation
In our opinion, the accompanying consolidated balance sheets and the related consolidated state
ments of income and of changes in financial position, including pages F-2 thru F-8 and the subsequent
event and unaudited replacement cost information on page F-9, present fairly the financial position of
Dana Corporation and its subsidiaries at August 31, 1977 and 1976, the results of their operations and
the changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles consistently applied. Our examinations of these statements were made in accor
dance with generally accepted auditing standards and accordingly included such tests of the account
ing records and such other auditing procedures as we considered necessary in the circumstances.
October 6, 1977
Report of Independent Auditors
Board of Directors and Shareholders
Dayton Hudson Corporation
Minneapolis, Minnesota
We have examined the statements of financial position of Dayton Hudson Corporation and sub
sidiaries and of their Retail and Real Estate Operations as of January 28, 1978 and January 29, 1977,
and the related statements of results of operations, shareholders’ investment and changes in financial
position for the years then ended. We have also examined the Ten-Year Comparisons and the Seg
ment Information included in the Five-Year Segment-of-Business Comparisons on pages 30-33. Our
examinations were made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the financial position of
Dayton Hudson Corporation and subsidiaries at January 28, 1978 and January 29, 1977, and the
results of their operations and changes in their financial position for the years then ended, in confor
mity with generally accepted accounting principles applied on a consistent basis. It is also our opinion
that the financial statements referred to above of the Corporation’s Retail and Real Estate Operations
are presented fairly in conformity with the accounting practices described in the Summary of Account
ing Policies set forth in the financial statements, applied on a consistent basis. Further, it is our
opinion that the Ten-Year Comparisons and the Segment Information included in the Five-Year
Segment-of-Business Comparisons fairly present the information set forth therein.
March 17, 1978, except as to Note P which is March 24, 1978
Report of Independent Certified Public Accountants
To the Stockholders and Board of Directors,
The Firestone Tire & Rubber Company:
We have examined the balance sheets of The Firestone Tire & Rubber Company and consolidated
subsidiaries at October 31, 1977 and 1976, and the related statements of income, stockholders’ equity,
and changes in financial position for the years then ended. Our examinations were made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the financial position of
The Firestone Tire & Rubber Company and consolidated subsidiaries at October 31, 1977 and 1976,
and the results of their operations and the changes in their financial position for the years then ended,
in conformity with generally accepted accounting principles applied on a consistent basis.
In addition, we have read the financial information included in the “Financial Highlights” on page
1, the graphs on pages 20 through 25 and 27 and the “Summary of operations” and “Financial position
at year end” on page 34 of this annual report, have compared it to data taken from the audited financial
statements, subjected it to audit procedures, and verified its mathematical accuracy. In our opinion,
such data is fairly stated in relation to the audited financial statements taken as a whole.
December 5, 1977
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Auditor’s Opinion
To The Board of Directors and Shareholders of
General Builders Corporation
We have examined the consolidated balance sheet of General Builders Corporation and wholly
owned subsidiaries as of December 31, 1977 and 1976 and the related statements of consolidated
income and earnings retained (deficit) and changes in financial position for the years then ended. Our
examination was made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
The realization of the inventories of real estate is dependent upon the sale or other disposition of
the properties for amounts at least equivalent to the carrying value. As referenced in Notes 4 and 5,
the Company has substantial loans and mortgages. The continuity of the business depends upon the
availability of adequate financing, repayment of debt and an improvement in operating results.
In our opinion, subject to the effects on the consolidated financial statements of the ultimate
resolution of the matters indicated in the preceding paragraph, the statements mentioned above
present fairly the consolidated financial position of General Builders Corporation and wholly owned
subsidiaries at December 31, 1977 and 1976, and the consolidated results of their operations and
changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis. Also, in our opinion, the five years comparative
consolidated statement of operations and the five years operating results by lines of business present
fairly the financial information included therein.
April 10, 1978
Opinion of Independent Certified Public Accountants
To the Board of Directors and Shareholders
of Hatteras Income Securities, Inc.:
We have examined the statements of assets and liabilities, including the portfolio of investments,
and of capital stock and surplus of Hatteras Income Securities, Inc. as of December 31, 1977, the
related statement of operations for the year then ended, the statement of changes in net assets for the
two years then ended and the supplemental information for the five years then ended. Our examina
tions were made in accordance with generally accepted auditing standards and, accordingly, included
such tests of the accounting records and such other auditing procedures as we considered necessary
in the circumstances. Investment securities owned at December 31, 1977, except securities purchased
but not received, were examined by us or were confirmed to us directly by the Citibank, N. A., New
York, custodian. Investment securities purchased but not received were confirmed to us by brokers.
In our opinion, such financial statements present fairly the net assets of Hatteras Income Se
curities, Inc. at December 31, 1977, the results of its operations for the year then ended, and the
changes in its assets for the years ended December 31, 1977 and 1976, in conformity with generally
accepted accounting principles applied on a consistent basis. Also, in our opinion, the supplemental
information for the five years ended December 31, 1977, when considered in relation to the financial
statements, presents fairly in all material respects the information shown therein.
January 10, 1978.
Report of Independent Auditors
Board of Directors
Lincoln National Corporation
Fort Wayne, Indiana
We have examined the consolidated balance sheets of Lincoln National Corporation and sub
sidiaries as of December 31, 1977 and 1976 and the related consolidated statements of income, capital
and surplus, and changes in financial position and reconciliations from statutory accounting amounts
for the years then ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Lincoln National Corporation and subsidiaries at December 31, 1977 and 1976, and the
consolidated results of their operations and changes in their financial position for the years then
ended, in conformity with generally accepted accounting principles applied on a consistent basis.
February 23, 1978
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Auditor’s Opinion
To the Stockholders and Board of Directors of
Madison Fund, Inc.
We have examined the financial statements of Madison Fund, Inc. (pages 7 through 18) as of
December 31, 1977 and 1976 and for the years then ended. Our examinations were made in accordance
with generally accepted auditing standards and, accordingly, included inspection or confirmation of
investments owned as of December 31, 1977 and 1976, and such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the financial position of
Madison Fund, Inc. at December 31, 1977 and 1976 and the results of its operations and changes in its
net assets for the two years then ended, in conformity with generally accepted accounting principles
applied on a consistent basis.
We have also made examinations similar in scope to that described above of the financial state
ments of the Corporation for the three years ended December 31, 1975 and have reviewed the financial
information under the caption “Supplementary Information” appearing on page 22. In our opinion,
such information is fairly stated in all material respects in relation to the financial statements taken as
a whole.
January 16, 1978
Accountants’ Opinion
To the Shareholders of
Milton Bradley Company
We have examined the consolidated balance sheet of Milton Bradley Company and subsidiaries at
December 31, 1977 and 1976, and the related consolidated statements of income, capital in excess of
par value, retained earnings and changes in financial position for the years then ended. Our examina
tions were made in accordance with generally accepted auditing standards and, accordingly, included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Milton Bradley Company and subsidiaries at December 31, 1977 and 1976, and the consoli
dated results of their operations and the consolidated changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis.
Also, in our opinion, the financial review on page 18 presents fairly the information included therein.
January 27, 1978, except for Note 2 as to which the date is February 6, 1978.
Accountants’ Report
To The Board of Directors of
J. C. Penney Financial Corporation
We have examined the balance sheet of J. C. Penney Financial Corporation as of January 28, 1978
and January 29, 1977 and the related statements of income, equity of J. C. Penney Company, Inc., and
changes in financial position for the 52 week periods then ended. Our examinations were made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our opinion, the aforementioned financial statements together with the sections entitled
“About the Corporation”, “Review of 1977’’, “Ten Year Financial Summary”, and “Customer Receiv
ables of J. C. Penney Company, Inc.” present fairly the financial position of J. C. Penney Financial
Corporation at January 28, 1978 and January 29, 1977 and the results of its operations and changes in
financial position for the 52 week periods then ended, in conformity with generally accepted account
ing principles applied on a consistent basis. Also, in our opinion, the accompanying statistical data on
pages 6, 7, and 8 present fairly the information shown therein.
March 20, 1978
Accountants’ Report
The Board of Directors and Stockholders
Pueblo International, Inc.
We have examined the consolidated balance sheets of Pueblo International, Inc. and subsidiaries
as of January 28, 1978 and January 29, 1977 and the related consolidated statements of earnings (loss),
stockholders’ equity and changes in financial position for the years then ended. Our examinations were
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made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of Pueblo International, Inc. and subsidiaries at January 28, 1978 and January 29, 1977 and
the results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis. The Pro Forma
Statement of Consolidated Earnings (before pro forma adjustments) has been subjected to the same
auditing procedures and, in our opinion, is stated fairly in all material respects when considered in
conjunction with the financial statements taken as a whole.
Further, we have reviewed the applications of the pro forma adjustments to the Pro Forma
Statement of Consolidated Earnings. In our opinion, such pro forma adjustments have been properly
applied as described in the notes to the aforementioned pro forma financial statements.
April 6, 1978

Report of Independent Accountants
Shareholders and Board of Directors of
Sabine Corporation:
We have examined the consolidated statements of financial position of Sabine Corporation and
consolidated subsidiaries as of December 31, 1977 and 1976, and the related consolidated statements of
income, of retained earnings, and of changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
As discussed in Notes 1 and 2, Sabine Corporation entered into an agreement during 1977 to
acquire 95 percent of the outstanding common stock of Sarkeys, Inc. from certain selling shareholders
and became a defendant in a lawsuit that challenges the selling shareholders’ right to ownership of the
acquired shares. The ultimate outcome of the lawsuit cannot be determined, and no adjustments that
may result from settlement of this litigation have been made in the 1977 financial statements.
In our opinion, subject to the effects on the 1977 financial statements of such adjustments as
might have been required had the ultimate resolution of the litigation described in the preceding
paragraph been known, the financial statements referred to above present fairly the consolidated
financial position of Sabine Corporation and consolidated subsidiaries at December 31, 1977 and 1976,
and the consolidated results of their operations and the changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis.
We have checked, as to compilation only, the pro forma combined statement of financial position
as of December 31, 1977, and the related pro forma combined statements of income, of retained
earnings, and of changes in financial position for the year then ended of Sabine Corporation and
subsidiaries, including Sarkeys, Inc. and its subsidiaries. As to Sarkeys, Inc. and its subsidiaries, we
were furnished the report (qualified as discussed in Note 2) of other accountants on their examination
of the historical financial statements of that company for the five months ended December 31, 1977. In
our opinion, based on our examination and on the report of other accountants, subject to the effects on
the pro forma combined financial statements of such adjustments, if any, as might have been required
had the ultimate resolution of the litigation described in the second preceding paragraph been known,
the pro forma combined financial statements referred to above have been properly compiled.
February 21, 1978

Auditor’s Opinion
Trustees and Shareholders
Summit Properties
Akron, Ohio
We have examined the balance sheets of Summit Properties (a non-qualified real estate invest
ment trust) at October 31, 1977 and 1976, and the related statements of operations, shareholders’
equity and funds generated and disbursed for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
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As more fully described in Note K to financial statements, the Trust is appealing a judgment
against it in a suit filed by a bank. The final disposition of the matter is pending the outcome of the
appeal process.
In our opinion, subject to the effect, if any, on the financial statements of adjustments that may
result from the litigation referred to in the preceding paragraph, these financial statements present
fairly the financial position of Summit Properties at October 31, 1977 and 1976, and the results of its
operations and the funds generated and disbursed for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis. Further, it is our opinion,
which is qualified as explained above, that the supplementary notes to the financial statements
submitted herewith present fairly the information required to be stated therein.
January 28, 1978
Report of Independent Auditors
The Board of Directors and Security Holders,
Tri-Continental Corporation
We have examined the statements of assets and liabilities, including the portfolio of investments,
and of capital stock and surplus of Tri-Continental Corporation as of December 31, 1977, the related
statements of operations for the year then ended and of changes in net investment assets for the years
ended December 3 1 , 1977 and 1976, the supplementary information for the five years ended December
31, 1977, and the “Highlights of the Year.” Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances. Securities owned by the
Corporation at December 31, 1977 were inspected and counted by us except for securities purchased
not yet received, securities loaned, securities out for transfer, and securities held by a registered
clearing agency, as to which we obtained confirmations from brokers or performed other appropriate
auditing procedures. Such securities were found by us to be in agreement with the books of the
Corporation.
In our opinion, such financial statements present fairly the net investment assets of TriContinental Corporation at December 31, 1977 and the results of its operations and the changes in its
net investment assets for the respective stated periods, in conformity with generally accepted ac
counting principles applied on a consistent basis. Also, in our opinion, the supplementary information
and the “Highlights of the Year,” when considered in relation to the financial statements, present
fairly in all material respects the information shown therein.
January 27, 1978
Report of Independent Auditors
Shareholders and Board of Directors
United Tennessee Bancshares Corporation
Memphis, Tennessee
We have examined the consolidated balance sheets of United Tennessee Bancshares Corporation
and Affiliates as of December 31, 1977 and 1976, and the related statements of consolidated income,
stockholders’ equity, and changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. We have also examined the proforma consolidated balance sheet of United Tennessee
Bancshares Corporation and Affiliates as of December 31, 1976, and the pro f<?rma statement of
consolidated income for the year then ended, which give retroactive effect to the exchange explained
in Note M to the consolidated financial statements.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of United Tennessee Bancshares Corporation and Affiliates at December 31, 1977 and 1976,
and the consolidated results of their operations and changes in financial position for the years then
ended, in conformity with generally accepted accounting principles applied on a consistent basis.
Further, it is our opinion that the proforma financial statements referred to above present fairly the
information set forth therein.
January 31, 1978
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SCOPE LIMITATION
Auditor’s Report
To the Shareholders of
International Bank:
We have examined the balance sheet of International Bank (an Arizona corporation) and Sub
sidiary Holding Companies as of December 31, 1977 and 1976, and the related statements of income,
net unrealized securities gains of insurance affiliates, retained earnings and changes in financial
position for the years then ended. Our examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances, except as set forth in the next
paragraph. We did not examine the financial statements of an affiliate, Foster Wheeler Corporation,
in which International Bank’s beneficial investment amounted to $5,922,000 and $5,038,000 at De
cember 31, 1977 and 1976, respectively, and equity in earnings of this affiliate was $1,212,483 in 1977
and $946,974 in 1976. These statements were examined by other auditors whose reports thereon have
been furnished to us and our opinion expressed herein, insofar as it relates to amounts included for
Foster Wheeler Corporation, is based solely upon the reports of the other auditors.
As discussed in Note M, International Bank provided significant reserves in 1977 and 1976 for
estimated losses in connection with the liquidation of Mercantile Bank and Trust Company Limited
(“Mercantile Freeport”), Freeport, Bahamas. Included in 1976 is a charge of $5,697,647 of which all or
a portion may apply to the years 1973, 1974 or 1975, but such determination is not practicable at this
time. Also, as discussed in Note M, on October 31, 1977, International Bank filed suit against the
former auditors of Mercantile Freeport seeking damages and alleging, among other things, that such
auditors were not independent with regard to Mercantile Freeport. Accordingly, all information with
respect to Mercantile Freeport and two other subsidiaries previously examined and reported on by
the former auditors of Mercantile Freeport is included in the accompanying financial statements for
1976 on an unaudited basis. International Bank’s investment in these subsidiaries, including third
party guarantees, was $10,221,705 at December 31, 1976 and equity in their losses was $7,773,263 in
1976.
In our opinion, based on our examination and the report of other auditors referred to above,
subject to such adjustments, if any, as may be appropriate to restate and allocate 1976 losses relating
to the liquidation of Mercantile Freeport to prior years and except for such adjustments, if any, as
might have resulted had we examined the financial statements of the unconsolidated subsidiaries
discussed above, the accompanying financial statements present fairly the financial position of Inter
national Bank and Subsidiary Holding Companies as of December 31, 1976, and the results of their
operations and changes in their financial position for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year.
Also, in our opinion, based on our examination and the report of other auditors referred to above,
the accompanying financial statements present fairly the financial position of International Bank and
Subsidiary Holding Companies as of December 31, 1977, and the results of their operations and
changes in their financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.
March 27, 1978.
Accountants’ Report
To the Board of Directors
Richford Industries, Inc.
New York, N. Y.
We have examined the financial statements and schedules of Richford Industries, Inc. (“Com
pany”) and of the Company and subsidiaries, listed in the accompanying index to financial statements
and schedules. Our examinations were made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances, except as stated hereinafter.
As more fully described in Note A, on October 18, 1976, the Company’s four officer/directors
resigned after it was disclosed to the then nonmanagement directors that (i) the amount of inventories
included in the Company’s consolidated financial statements as at December 31, 1974 and 1975 had
been overstated by approximately $650,000, (ii) certain personal expenditures had been improperly
charged to and paid by the Company and (iii) write-downs and write-offs relating to machinery,
equipment, inventory, accounts and notes receivable and miscellaneous assets aggregating approxi
mately $2,500,000 were required. As a result of the aforementioned disclosures, the Company became
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aware that it was in default under certain provisions of its institutional indebtedness and its Converti
ble Subordinated Debentures. Further, the Company’s former independent public accountants with
drew their opinion on the 1974 and 1975 financial statements.
The remaining directors initiated a comprehensive investigation of the past activities of the
Company. The Company retained special counsel together with our firm to conduct such investigation.
The investigation has indicated, among other matters, that the consolidated assets and consolidated
stockholders’ equity of the Company had been substantially overstated (in addition to the $3,150,000
referred to above). It is the opinion of management that the diminution of the stockholders’ equity of
approximately $15,255,000 from that shown in its December 31, 1975 financial statements to that
shown in the accompanying consolidated balance sheet as at December 3 1 , 1976 was, to a large extent,
attributable to 1975 and prior years (see Note E).
In light of the matters disclosed by former management and matters uncovered during our
examination of the 1976 balance sheets, we were unable to rely on certain aspects of the system of
internal accounting control. Accordingly, we remain uncertain as to whether there could be other
irregularities that may result in additional claims (see the third succeeding paragraph hereof) against
former officer/directors and/or others. See Note S.
The accompanying financial statements have been prepared in conformity with principles of
accounting which contemplate continuation of the Company as a going concern (see Note A). Continu
ation of the Company as a going concern and the appropriateness of presenting the accompanying
financial statements on a going concern basis are dependent upon (i) the continued forbearance by the
Trustee for, and holders of, Convertible Subordinated Debentures in not accelerating such debt (see
Note H), (ii) the adequacy of presently existing financing to enable the Company to operate its
continuing businesses in the ordinary course, (iii) the ability of the remaining businesses to generate
sufficient cash (which contemplates profitable operations) to meet corporate costs and debt service,
(iv) successful defense of the actions set forth in Note Q and (v) in 1978 and beyond, in addition to the
foregoing, the obtaining of additional financing or the refinancing of then outstanding debt, if neces
sary.
As set forth in Note I, an allowance for loss from obsolescence relating to the Company’s
cosmetic container inventories has been provided. We are unable to satisfy ourselves as to the net
realizable amount of such inventories.
Amounts shown as due from former officer/directors do not include all amounts which resulted
from the investigation into the misuse of Company’s assets for which the Company has filed suit. The
Company has not recorded additional amounts under other claims since it is impossible at this time to
estimate the aggregate recoveries which may be realized. See Notes J and Q.
The excess of investment cost over fair value of net assets acquired on a purchase basis (all prior
to October 31, 1970 and applicable to continuing operations) has been capitalized as an intangible and is
not being amortized since, at this time, in the opinion of management there has been no diminution in
value thereof. In the absence of reliable historical financial data, we are unable to satisfy ourselves as
to whether there has been a diminution, if at all, of certain of the continuing value thereof. See Note
B(4).
As mentioned in Note H, the Company is in default under the terms of the Indentures relating to
both of its issues of Convertible Subordinated Debentures. Although there can be no assurance,
management contemplates meeting all interest requirements under the Debentures during 1978 and
since there is substantial outstanding indebtedness senior thereto, management presently believes
the indebtedness under the Debentures will not be accelerated during 1978. Accordingly, only the
annual sinking fund requirement for such debt has been classified as current in the accompanying
Company and consolidated balance sheets as at December 31, 1977. Because the foregoing is contin
gent upon the continued forbearance of the Trustee and holders of the Debentures from accelerating
maturity of the Debentures, we are not in a position to satisfy ourselves as to the classification of such
indebtedness (see the fifth paragraph hereof).
As more fully described in Note Q, the Company is the defendant in several lawsuits including
counterclaims which resulted from actions brought by the Company. In addition, class actions have
been brought by stockholders of the Company alleging, among other things, misstatements and
omissions in the Company’s financial statements for the years ended December 31, 1974 and 1975. The
ultimate outcome of such litigation and the effect on the financial position of the Company are not
presently determinable.
As discussed in Note D, the Company did not prepare consolidated statements of operations and
deficit and of changes in financial position for the year ended December 31, 1976. Accordingly, we are
not in a position to express an opinion as to consistency of accounting principles applied in preparing
the consolidated statements of operations and deficit and of changes in financial position for the year
ended December 31, 1977.
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In our opinion, subject to the effect of the ultimate outcome of the uncertainties and other matters
referred to above, (i) the accompanying financial statements present fairly (i) the financial position of
the Company as at December 31, 1977 and 1976 and the results of its operations and changes in its
financial position for the year ended December 31, 1977 and (ii) the consolidated financial position of
the Company and its subsidiaries as at December 31, 1977 and 1976 and the consolidated results of
their operations and changes in their financial position for the year ended December 31, 1977, all in
conformity with generally accepted accounting principles which were applied, as to the Company and
consolidated balance sheets on a consistent basis and, (ii) the schedules referred to above present
fairly the information set forth therein.
April 29, 1978, except for Note G(bX3) which is as of May 12, 1978.
Report of Independent Auditors
Shareholders and Board of Directors
The Sherwin-Williams Company
Cleveland, Ohio
We have examined the consolidated balance sheets of The Sherwin-Williams Company and sub
sidiaries as of December 31, 1977, December 31, 1976, and August 31, 1976, and the consolidated
statements of operations, shareholders’ equity and changes in financial position for the twelve months
ended December 31, 1977, and August 31, 1976, and the consolidated statement of shareholders’
equity for the four months ended December 31, 1976. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
The accompanying consolidated statements of operations and changes in financial position for the
twelve months ended December 31, 1976, which are presented on a calendar year basis for compara
tive purposes because of the change in fiscal year, were not audited by us and, accordingly, we do not
express an opinion on them.
In our opinion, the financial statements referred to in the first paragraph of this report present
fairly the consolidated financial position of The Sherwin-Williams Company and subsidiaries at De
cember 31, 1977, December 31, 1976, and August 31, 1976, and the consolidated results of their
operations, changes in shareholders’ equity, and changes in financial position for the twelve months
ended December 31, 1977, and August 31, 1976, and changes in the consolidated shareholders’ equity
for the four months ended December 31, 1976, in conformity with generally accepted accounting
principles applied on a consistent basis.
February 20, 1978

UNCERTAINTIES (DISCLAIMER OF OPINION)
Auditors’ Report
To The Board of Trustees and Shareholders,
American Fletcher Mortgage Investors:
We have examined the balance sheets of American Fletcher Mortgage Investors (a Trust with
transferable shares under Massachusetts law) as of January 31, 1978 and 1977, and the related
statements of operations, shareholders’ investment and changes in financial position for the years then
ended. Our examination was made in accordance with generally accepted auditing standards, and
accordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
As dicussed in Notes 2 and 3, the Trust has foreclosed on a substantial number of loans and
continues to complete or participate in completion and marketing of the projects. Additionally, as
explained in Note 2, excess supplies of certain types of real estate continue to exist in certain areas
and will result in some of the Trust’s investments being carried for longer periods than originally
anticipated. As explained in Notes 1 and 3, the Trust has valued its real estate investments at the
lower of cost or estimated net realizable value which contemplates that the Trust’s investments will be
disposed of in the normal course of business over periods of up to five years, in an orderly manner and
not on a forced sale basis.
As described in Note 4, the Trust’s revolving credit debt and deferred interest matures on July
3 1 , 1978. The Trust will negotiate with the revolving credit banks for a refinancing or extension of the
revolving credit debt. In the event that those negotiations are not successful, the lenders could fail to
extend the maturity of the debt, which could result in a forced disposition of assets and thereby have a
significant adverse effect on the Trust’s financial position and results of operations.

33

Realization of the Trust’s investments is dependent, among other things, upon (a) the ability of
the Trust to dispose of owned properties at times and amounts which will allow recovery of the
applicable investment, (b) the ability of borrowers to obtain permanent financing and/or sell proper
ties at amounts sufficient to repay the Trust on schedule, and (c) the continued availability of adequate
financing to the Trust on terms which will permit it to complete and dispose of the properties on an
orderly basis and/or operate the properties successfully. Present economic conditions and the uncer
tainty of future conditions are such that the amounts and timing of the ultimate realization cannot be
reasonably determined at this time.
Although the Trust has followed the principles set forth in the Statement of Position of the
American Institute of Certified Public Accountants on Accounting Practices of Real Estate Invest
ment Trusts in valuing its investments, because of the significance of the matters discussed in the
preceding three paragraphs, we are unable to express an opinion on the accompanying financial
statements.
March 10, 1978
Accountants’ Report
To the Trustees and Shareholders of
Citizens Mortgage Investment Trust
Boston, Massachusetts
We have examined the consolidated balance sheet of Citizens Mortgage Investment Trust (a
Massachusetts trust) as of December 31, 1977 and 1976, the related consolidated statements of opera
tions, shareholders’ equity (capital deficiency), and changes in financial position for the years then
ended, and the schedules listed in the accompanying index. Our examinations were made in accor
dance with generally accepted auditing standards, and accordingly included such tests of the account
ing records and such other auditing procedures as we considered necessary in the circumstances.
The accompanying consolidated financial statements have been prepared in accordance with
generally accepted accounting principles on the assumption that the Trust will continue on a going
concern basis. Accordingly, net investments ($50,719,033 and $53,152,044 as of December 3 1 , 1977 and
1976, respectively) in the accompanying consolidated balance sheet have been valued at the lower of
cost or estimated net realizable value which, as described in Note 3, contemplates that these invest
ments will be disposed of in the normal course of business.
The Trust has sustained significant losses in previous years in addition to losses of $5,495,157 and
$5,939,017 in 1977 and 1976, respectively, resulting in a shareholders’ deficit at December 31, 1977, of
$22,751,694. In addition, the Trust in 1977 and 1976 failed to meet the repayment requirements under
the 1975 Term Loan Agreement. The resulting default precluded the Trust from making the interest
payments due October 1976 and subsequent thereto on the 8½% Senior Subordinated Notes due 1980.
The Indenture Trustee in November 1976 notified the Noteholders of the existing default (See Notes 5
and 6). Furthermore, the Trust has not made any interest payments under the 1975 Term Loan
Agreement since October 1976, and as discussed in Note 5 has made certain assumptions regarding
the accrual of interest on this debt after that date.
The Trust has proposed a debt restructuring plan (see Notes 5 and 15) which contemplates a
complete restructuring of the Trust’s total outstanding senior and subordinated debt. Although this
plan may partially restore equity to the Trust, there is no assurance at this time that the plan will be
successfully implemented. If the Trust’s plan is not successful, the creditors could exercise their rights
under these debt instruments and initiate action seeking repayment which could compel the Trust to
seek the protection of the courts under the Federal Bankruptcy Act. Such action may require the
Trust to discontinue reporting on a going concern basis.
As is indicated in Note 5, the Trust is contingently liable at December 31, 1977, for $5,961,000 of
additional interest under the 1975 Term Loan Agreement. Unless this agreement is modified or
amended, that amount of contingent interest will be payable on the basis of a percentage of profits, if
any, as defined in the agreement, through December 31, 1980.
As more fully discussed in Note 3, the Trust has estimated an allowance for possible losses of
$23,000,000 at December 31, 1977. The determination of this allowance has been based on numerous
assumptions as to future events and economic conditions. Accordingly, the adequacy of the allowance
for possible losses cannot be determined at this time.
The present management agreement of the Trust expires June 30, 1978. No management fee was
earned by the manager during 1977 and 1976 because of limitations set forth in the management
agreement. If the Trust is unable to secure an extension of this management agreement, additional
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annual costs of approximately $700,000 may be incurred by the Trust subsequent to June 3 0 , 1978 (See
Note 9).
Note 8 to the consolidated financial statements describes the significant litigation in which the
Trust is involved. Although the Trust is contesting these legal actions, it is not possible to predict an
ultimate outcome at this time.
Because of the material uncertainties and significant matters referred to above, we are unable to
and do not express an opinion on the accompanying consolidated financial statements or the schedules
referred to above.
March 31, 1978
Report of I n dependent Accountants
Alfred P. Slaner, Reorganization Trustee
The Duplan Corporation
New York, N. Y.
We have examined the consolidated balance sheets of The Duplan Corporation and subsidiaries as
at October 2, 1977 and October 3, 1976 and the related consolidated statements of operations and
deficit, paid-in capital and changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
The accompanying consolidated financial statements have been prepared primarily on a going
concern basis and do not provide for any consequences that may result from the Chapter X proceed
ings referred to in Note 1 (including certain related expenses of administration and such claims as may
arise by reason of the rejection and/or nonperformance of executory contracts), nor do they indicate
(1) as to the assets, the amount realizable on a liquidation basis, if liquidation becomes necessary, or
the basis on which the assets would be available for the satisfaction of the liabilities (liabilities deferred
under the Bankruptcy Act (“The Act”) have been excluded from current liabilities on the assumption
that substantially no payments thereon will be made before October 1, 1978); (2) as to the liabilities
and contingencies, a determination of their status and relative priorities; and (3) as to the preferred
and common stock, paid-in capital and deficit accounts, the effect thereon of the foregoing. Continua
tion of Duplan and subsidiaries as a going concern is dependent upon (a) the development of an
acceptable Plan of Reorganization (which could result in significant adjustments to the amounts shown
in the accompanying consolidated balance sheet); (b) approval of such a Plan pursuant to and in the
manner set forth in The Act, including approval by creditors and other required parties; (c) the ability
of Duplan and subsidiaries to maintain adequate financing; and (d) the ability of Duplan and sub
sidiaries to generate and maintain profitable operations. The eventual outcome of these matters is not
presently determinable.
We are unable to satisfy ourselves as to the timing and ultimate amount of those costs and losses
estimated by management to be incurred in connection with (i) the discontinuances of the yarn
business (see Note 2(a)) and (ii) the closing or scheduled closing of certain dyeing, finishing and
knitting operations within the fabric business (which is continuing—see Note 2(b)). In addition, as at
October 3, 1976, we were unable to satisfy ourselves as to the timing and ultimate amount of those
costs and losses estimated by management to be incurred in connection with the discontinuance of the
brassiere business and the sale of the laminating business (see Note 2(a) and (c)).
The status of amounts due from banks, representing certain asserted offsets referred to in the
last paragraph of Note 1, is not presently determinable.
The status of the certificates of deposit referred to in Note 5(b), representing certain asserted
liens, is not presently determinable.
The effects on the accompanying consolidated financial statements of the matters referred to in
Notes 7(c) (concerning the refund of income taxes), 10(b) (concerning the amount of claims finally
allowed by the Court), the first paragraph of 10(d) (concerning the determination of the disposition of
the excess of pension plan assets over the cost of the annuity benefits to be purchased), and 10(e), (f)
and (g) (concerning the outcome of litigation) are not presently determinable.
Because of the materiality of the matters referred to in the preceding paragraphs, we do not
express an opinion on the consolidated financial statements of The Duplan Corporation and sub
sidiaries as at October 2, 1977 and October 3, 1976 and for the years then ended.
December 15, 1977
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Auditor’s Opinion
The Shareholders and Board of Directors
Hy-Gain Electronics Corporation
Lincoln, Nebraska
We have examined the accompanying consolidated balance sheets of Hy-Gain Electronics Corpo
ration and wholly-owned subsidiaries as of August 31, 1977 and 1976, and the related statements of
operations, changes in financial position and stockholders’ equity and the additional note and schedules
listed in the accompanying index for the years then ended. Our examinations were made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
The accompanying financial statements have been prepared on a going concern basis which
assumes recoverability of the Company’s assets and liquidation of its liabilities through normal opera
tions. Due to a significant decrease in demand for Citizens Band Radio products, which constitute a
major portion of the Company’s product line, the Company experienced a substantial loss from
operations during the year ended August 31, 1977. Bank credit line financing has been continued at
the sole discretion of the lenders. As explained in Note E, the Company is in violation of certain
restrictive provisions of the industrial development revenue bond and lease agreement, and while the
Trustee has not accelerated lease payments presently, there is no assurance that the Trustee will not
do so in the future. Because of the decrease in demand for Citizens Band Radio products, the Com
pany’s operations have been reduced and provision has been made in the accompanying 1977 financial
statements for possible uncollectable accounts receivable, sales returns and allowances and inventory
obsolescence based upon management’s evaluation of current conditions.
The continuation of the Company as a going concern is dependent upon its resumption of profit
able operations and continuation of an adequate level of financing. In addition, the ultimate realization
of accounts receivable and inventory at present carrying values and the outcome of litigation described
in Note H are not presently determinable.
Because of the material uncertainties referred to in the preceeding paragraphs we are unable to
and do not express an opinion on the accompanying financial statements and the additional note and
schedules referred to above.
December 6, 1977
Auditor’s Opinion
Board of Trustees
Kavanau Real Estate Trust
We have examined the consolidated balance sheets of Kavanau Real Estate Trust and Sub
sidiaries as of December 31, 1977 and 1976, and the related consolidated statements of operations and
accumulated deficit and changes in financial position for the two years then ended. Our examinations
were made in accordance with generally accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
As described in Note E-3, a legal action was filed against the Trust subsequent to the date of our
report on the 1975 financial statements. This action sought to recover a deficiency of $198,000 result
ing from a foreclosure in 1975 on a construction loan. In February 1978, an agreement was executed
whereby the Trust was released from any liability with respect to this legal action.
As discussed in Note L, the net realizable value of certain real estate, investments in joint
ventures and receivables as of December 31, 1976, could not be readily determined. During 1977, a
substantial portion of these assets was sold and reserves were established in the remaining assets
which, in the opinion of management, reduces the carrying value to net realizable value.
As discussed in Note M, the realization of a major portion of the Trust’s assets is dependent upon
the Trust’s continued operations which, in turn, is dependent upon the Trust’s ability to meet its
financing requirements on a continuing basis, to maintain present financing and the success of future
operations.
Because of the possible material effects the matter referred to in the preceding paragraph may
have on the consolidated financial statements, we do not express an opinion on the consolidated
financial statements referred to above.
March 14, 1978, except for Notes F and G, as to which the date is May 11, 1978
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Report of Independent Auditors
Board of Directors
KMS Industries, Inc.
Ann Arbor, Michigan
We have examined the balance sheet of KMS Industries, Inc. (parent company) as of December
31, 1977 and the consolidated balance sheets of KMS Industries, Inc. and subsidiaries as of December
31, 1977 and 1974, and the related consolidated statements of operations, deficiency in assets and
changes in financial position for the period of three years ended December 3 1 , 1977 and the year ended
December 31, 1974. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
The consolidated financial statements for the year ended December 31, 1974 have been restated
for the accounting change explained in Note C whereby, effective January 1, 1975, the previously
deferred costs ($14,743,781) of laser fusion research other than properties were retroactively charged
to expense.
As explained in Notes A and C, the Company’s major subsidiary is engaged in scientific research
directed to the development of commercially feasible processes for obtaining energy through con
trolled laser-driven nuclear fusion. The financing of this research has been of extraordinary magnitude
in relation to the financial resources of the Company and its subsidiaries. Although the accompanying
financial statements have been prepared on a going concern basis, the Company is presently unable to
pay its debts, and its continued existence as a going concern depends upon its ability to settle its debts
satisfactorily and obtain continuing financing of laser fusion and related activities.
As explained in the fifth paragraph of Note B, the Company’s major subsidiary has purchased,
principally in 1975, certain equipment (not used in operations) for approximately $1,600,000 in antici
pation of laser system upgrading. The recoverability of these costs cannot presently be determined.
As explained in Note L, the Company is the defendant in two lawsuits involving claims of material
amounts, the outcome of which cannot presently be determined.
Because of the possible material effect on the financial statements of the going-concern and other
uncertainties discussed in the three preceding paragraphs, we are not able to express an opinion on
the financial statements referred to above.
April 10, 1978
Auditors’ Report
To the Stockholders and Board of Directors of
Pioneer Systems, Inc.:
We have examined the consolidated balance sheets of Pioneer System, Inc. (the Company) (a
Delaware corporation) and subsidiaries and the Company and subsidiaries excluding Optical Systems
Corporation and subsidiaries as of December 3, 1977 and November 27, 1976, and the related state
ments of income (loss), stockholders’ equity and changes in financial position for the years then ended.
We have also examined the consolidated balance sheets of Optical Systems Corporation (a Delaware
corporation and a subsidiary of Pioneer Systems, Inc.) and subsidiaries as of December 3, 1977 and
November 27, 1976, and the related statements of income (loss), stockholders’ equity and changes in
financial position for the years then ended. Our examinations were made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
Optical Systems Corporation (Optical), an 80% owned subsidiary, and subsidiaries (the debt of
which is not guaranteed by Pioneer Systems, Inc.) has a bank loan agreement (see Note 14) which
provides that the occurrence of any material adverse change in Optical’s financial condition shall
constitute an event of default causing the loan and interest to become due and payable. As of this date,
the bank has not indicated that Optical is in violation of the agreement or that it plans to accelerate
payment on the loan, nor does Optical’s management believe any default has occurred. In the event
that a determination is made that there has been a material adverse change in Optical’s financial
condition, Optical’s bank loan and, as a consequence, its liability for Swiss debentures and, all related
interest, would be classified as current liabilities. Should this determination be made and the debt
holders demand payment, Optical would be unable to meet the demand and Optical may be required
to dispose of assets other than in the normal course of business, or to take such other actions which
might impair its ability to continue business operations. In any event, the realization of the amounts at
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which its assets are carried is dependent upon the success of future operations. As discussed further in
Note 14, several legal actions have been brought against Optical claiming damages of material
amounts. The Company is contesting these legal actions, but the outcome of these matters is uncertain
at this time.
Because of the significance to Optical Systems Corporation of the matters discussed in the
preceding paragraph, we are unable to express, and we do not express, an opinion on the financial
statements of Optical Systems Corporation and subsidiaries.
In our opinion, subject to the realization of the carrying value of the assets and the possible
reclassification of long-term debt of Optical Systems Corporation and subsidiaries, as discussed above,
the accompanying statements present fairly the consolidated financial positions of the Company and
subsidiaries and the Company and subsidiaries excluding Optical Systems Corporation as of December
3, 1977 and November 27, 1976, and the results of their operations and changes in their financial
position for the years then ended, all in conformity with generally accepted accounting principles
consistently applied during the periods.
February 15, 1978
Report of Independent Accountants
Bernard Hellring, Receiver
Van Dyk Research Corporation, Debtor
Whippany, New Jersey
We have examined the consolidated balance sheet of Van Dyk Research Corporation, Debtor, and
its wholly owned subsidiaries as of December 31, 1977 and 1976 and the related statements of opera
tions, retained earnings (deficit) and changes in financial position for the years then ended. Our
examination was made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
As described in the notes to the consolidated financial statements, on October 3, 1975, Van Dyk
Research Corporation filed a petition for an arrangement with its creditors under Chapter XI of the
United States Bankruptcy Act. The Company has not as yet concluded a formal plan of arrangement
with its creditors. No provisions have been made in the accompanying financial statements for
liabilities that may arise from outstanding purchase orders, resolution of differences between claims
filed and amounts payable as reflected on the Company’s records, leases, executory contracts and
pending litigation. No provision has been made for adjustments to recorded asset and liability bal
ances which would result from any settlement with creditors upon confirmation of a plan of arrange
ment. It is not possible to determine the effect the above may have on the accompanying financial
statements.
The accompanying financial statements have been prepared on the basis of the continuation of the
Company as a going concern (rather than on a liquidation basis), except that liabilities arising prior to
October 3, 1975, other than a long-term debt of a subsidiary not in the proceedings, have been
classified as current liabilities. Continuation of the Company as a going concern and the realization of
its assets and liquidation of its liabilities are dependent upon 1) the confirmation of a plan of arrange
ment by the Bankruptcy Court which may, among other things, result in adjustments and reclassifica
tions in the amounts reflected as assets, liabilities and shareholders’ equity; 2) the ability of the
Company to obtain adequate financing to provide sufficient capital for continuing operations; and 3)
the ability of the Company to demonstrate that it can operate profitably. The eventual outcome of
these matters is not presently determinable.
In view of the material uncertainties relating to the matters described above, we are unable to
and do not express an opinion on the consolidated balance sheet at December 31, 1977 and 1976 and on
the results of operations and changes in financial position for the years then ended.
March 23, 1978

UNCERTAINTIES (“SUBJECT TO” OPINION)
Report of Independent Auditors
Board of Directors
Altamil Corporation
New Orleans, Louisiana
We have examined the balance sheets of Altamil Corporation as of August 31, 1977 and August
31, 1976, and the related statements of income and retained earnings and changes in financial position
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for the years then ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
As described in Note J to the financial statements, the Corporation is a codefendant in lawsuits
alleging personal injury, property and exemplary damages from an accident. The ultimate outcome of
the lawsuits presently cannot be determined, and no provision for any liability in excess of insurance
coverage that may result has been made in the financial statements.
In our opinion, subject to the effects, if any, on the financial statements of the ultimate resolution
of the matter discussed in the preceding paragraph, the financial statements referred to above present
fairly the financial position of Altamil Corporation at August 31, 1977 and August 31, 1976, and the
results of its operations and changes in its financial position for the years then ended, in conformity
with generally accepted accounting principles applied on a consistent basis.
October 14, 1977
Report of Independent Public Accountants
To the Shareholders and Board of Directors of
Beeline, Inc.:
We have examined the consolidated balance sheets of Beeline, Inc. (a Delaware corporation)
and Subsidiaries as of July 31, 1976, and July 30, 1977, the related consolidated statements of
income and retained earnings (included under Item 2 of this Form 10-K) and changes in financial
position for each of the five years in the period ended July 3 0 , 1977, the related consolidated statement
of changes in shareholders’ equity for the years ended July 31, 1976, and July 30, 1977, and the
supporting schedules listed in the accompanying index. Our examination was made in accordance with
generally accepted auditing standards, and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
As discussed more fully in Note 6 to the consolidated financial statements, the Chicago District
Director’s Office of the Internal Revenue Service has taken the position that all of the Company’s field
sales representatives, historically considered to be in business for themselves, are “employees” sub
ject to the withholding and payment of employment taxes. The Company has initiated litigation to test
the Service’s position; however, the final disposition is indeterminable at this time.
In our opinion, subject to the effect of the outcome of the matter referred to in the preceding
paragraph, the consolidated financial statements referred to above present fairly the financial position
of Beeline, Inc., and Subsidiaries as of July 31, 1976, and July 30, 1977, and the results of their
operations and the changes in their financial position for each of the five years in the period ended July
30, 1977, and the supporting schedules present fairly the information required to be set forth therein,
all in conformity with generally accepted accounting principles consistently applied during the years.
September 15, 1977 (except with respect to the matter discussed in Note 6, as to which the date is
September 30, 1977).
Accountants’ Report
To the Board of Directors
Bond Industries, Inc.
New York, N.Y.
We have examined the consolidated balance sheets of Bond Industries, Inc. and subsidiaries as at
July 30, 1977 and July 31, 1976, and the related consolidated statements of operations and retained
earnings and changes in financial position for the years (52 weeks—1977 and 53 weeks—1976) then
ended. Our examinations were made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
As described in Note A to the Financial Statements, in 1974 and 1976 Bond Stores, Incorporated,
a subsidiary of the Company, adopted programs to close a number of its stores and during October
1977 decided to discontinue all of its present retail operations and recorded amounts (in 1974,1976 and
1977) for estimated costs and losses, net of recoveries. As at July 30, 1977 and July 31, 1976, the
balance of the net amounts of such provisions included in the consolidated balance sheets were
$3,211,000 and $1,580,000, respectively. The ultimate amounts of costs, losses and recoveries cannot
be determined until the phase-out of the retail operations is completed.
In our opinion, subject to the effect on the financial statements of any adjustment that may result
from the final determination of the matter referred to in the preceding paragraph, the abovementioned financial statements present fairly the consolidated financial position of Bond Industries,
Inc. and subsidiaries at July 30, 1977 and July 31, 1976, and the consolidated results of their operations
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and changes in their financial position for the years (52 weeks—1977 and 53 weeks—1976) then ended,
in conformity with generally accepted accounting principles applied on a consistent basis.
October 21, 1977
Accountants’ Report
Dorchester Gas Corporation:
We have examined the consolidated balance sheets of Dorchester Gas Corporation and Sub
sidiaries as of August 31, 1977 and 1976, and the related statements of consolidated earnings, retained
earnings, and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the
circumstances.
As discussed in Note 11 to consolidated financial statements, the Company’s pricing policies
relative to natural gas liquids may be at variance with the pricing regulations of the Federal Energy
Administration and the Company has an agreement with one of its customers relating to pricing
policies which may require specific refunds. The ultimate outcome of the matters relating to the
Company’s pricing policies cannot be presently determined, and no provision for refunds, price ad
justments, or penalties, if any, that may result has been made in the 1977 or 1976 financial statements.
In our opinion, subject to the effects on the consolidated financial statements of such adjustments,
if any, as might have been required had the outcome of the uncertainties referred to in the preceding
paragraph been known, the consolidated financial statements referred to above present fairly the
financial position of Dorchester Gas Corporation and Subsidiaries at August 31, 1977 and 1976, and
the results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis.
November 9, 1977
Auditors’ Report
To the Stockholders and Board of Directors
Family Record Plan, Incorporated
We have examined the consolidated balance sheet of Family Record Plan, Incorporated and
subsidiaries as of August 27, 1977 and August 28, 1976, and the related consolidated statements of
income, stockholders’ equity, and changes in financial position for the years then ended. Our examina
tion was made in accordance with generally accepted auditing standards, and accordingly included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances.
As discussed in Note 10D to the consolidated financial statements, a subsidiary of the Company is
a defendant in an action alleging trademark infringement, unfair competition and conspiracy in con
nection with the alleged unauthorized manufacture and sale of certain helicopter replacement parts.
The ultimate outcome of the litigation cannot presently be determined and no provision has been made
in the consolidated financial statements for the effect, if any, of such litigation.
In our opinion, subject to the final determination of the litigation referred to in the preceding
paragraph, the financial statements mentioned present fairly the consolidated financial position of
Family Record Plan, Incorporated and subsidiaries at August 27, 1977 and August 28, 1976, and the
consolidated results of operations and changes in financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis.
November 15, 1977
Accountants’ Report
The Board of Directors and Stockholders
Gordon Jewelry Corporation:
We have examined the consolidated balance sheets of Gordon Jewelry Corporation and consoli
dated subsidiaries as of August 31, 1977 and 1976 and the related consolidated statements of earnings,
stockholders’ equity and changes in financial position for the years then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
As discussed in note 10 to the accompanying financial statements, the Company and a whollyowned subsidiary are defendants with other parties in an antitrust lawsuit seeking monetary dam
ages.
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In our opinion, subject to the effect, if any, of the resolution of the above-mentioned litigation, the
aforementioned consolidated financial statements present fairly the financial position of Gordon
Jewelry Corporation and consolidated subsidiaries at August 31, 1977 and 1976 and the results of their
operations and the changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis.
October 17, 1977
Report of Independent Public Accountants
Board of Directors and Shareholders
Litton Industries, Inc.
Beverly Hills, California
We have examined the consolidated balance sheet of Litton Industries, Inc. and subsidiary
companies as of July 31, 1977 and 1976, and the related statements of earnings, shareholders’ invest
ment and changes in financial position for the years then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
As discussed in Note I, the ultimate amount of recovery on the LHA and DD ship production
contracts is in dispute. The accompanying financial statements have been prepared on the basis that
the $530 million of presently estimated final contract costs in excess of current contract amounts will
be recovered through negotiation or litigation. Due to the complexities and uncertainties of the issues
involved, we are not presently able to determine the final outcome, or its effects, if any, on the
accompanying financial statements. In addition, included in receivables are other shipbuilding claims
carried at $43 million which, in the opinion of management, will be recovered through litigation.
In our opinion, subject to successful resolution of the uncertainties related to the LHA and DD
Contracts and recovery of recorded contract claims described in the preceding paragraph and in Note
I, the aforementioned consolidated financial statements present fairly the financial position of Litton
Industries, Inc. and subsidiary companies at July 31, 1977 and 1976, and the results of their operations
and the changes in financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
October 14, 1977
Auditor’s Opinion
Board of Directors and Stockholders
Rohr Industries, Inc.
Chula Vista, California
We have examined the consolidated balance sheets of Rohr Industries, Inc. and subsidiaries as of
July 31, 1977 and 1976, and the related statements of operations, stockholders’ equity and changes in
financial position for the years then ended. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
As discussed in Note 11 to the financial statements, the Company has incurred significant losses
on its heavy rail contracts and has decided to discontinue this and several other lines of business.
Accordingly, the Company has recorded as discontinued operations its estimated ultimate loss from
the operations to be discontinued and the losses anticipated on disposal of the assets related to these
lines of business. However, the Company is unable to provide assurances as to the accomplishment of
these estimates.
As discussed in Note 11 to the financial statements, the Company has reached a tentative agree
ment with the Bay Area Rapid Transit District (BART) and others regarding the lawsuit seeking
damages as a result of alleged contract violations. The anticipated effect of the agreement has been
included in the financial statements. However, the agreement is contingent upon the United States
Department of Transportation providing certain funds to BART.
In our opinion, subject to the effects, if any, on the financial statements of the resolution of the
matters referred to in the preceding paragraphs, the consolidated financial statements referred to
above, present fairly the financial position of Rohr Industries, Inc. and subsidiaries as of July 3 1 , 1977
and 1976, and the results of their operations and the changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis.
September 27, 1977
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Accountants’ Report
To The Board of Directors and Stockholders
Shakespeare Company
We have examined the consolidated balance sheet of Shakespeare Company and subsidiaries as of
July 31, 1977, and July 31, 1976, and the related consolidated statements of income and retained
earnings and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
As described in Note B to consolidated financial statements, the Company has made provision for
additional excise taxes assessed, plus interest thereon and for possible additional excise taxes and
interest for subsequent periods. A favorable settlement of this matter would increase the Company’s
income and stockholders’ equity. In addition, as described in Note I, the Fifth Circuit Court of
Appeals rendered an opinion on June 24, 1977, reversing the prior judgment of the District Court in
favor of the Company and directed that the case be remanded to the District Court for a new trial. The
Company intends to continue to defend this case, but the ultimate outcome is uncertain at this time.
In our opinion, subject to the effect, if any, on the financial statements of the final determination
of the matters referred to in the preceding paragraph, the aforementioned financial statements pre
sent fairly the consolidated financial position of Shakespeare Company and subsidiaries at July 31,
1977, and July 31, 1976, and the consolidated results of their operations and changes in their financial
position for the years then ended, in conformity with generally accepted accounting principles applied
on a consistent basis after restatement for the change, with which we concur, in the method of
accounting for foreign currency translation as described in Note A to the consolidated financial
statements.
October 6, 1977
Accountants’ Report
The Board of Directors and Stockholders
Tony Lama Company, Inc.:
We have examined the consolidated balance sheets of Tony Lama Company, Inc. and subsidiary
as of July 31, 1977 and 1976 and the related consolidated statements of earnings and retained earnings
and changes in financial position for the years then ended. Our examination was made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
As discussed in note 10 to the consolidated financial statements, the Company is contingently
liable in connection with certain customs penalties; the amount of such liability is not presently
determinable.
In our opinion, subject to the effect on the consolidated financial statements of the ultimate
resolution of the matter discussed in the preceding paragraph, the aforementioned consolidated finan
cial statements present fairly the financial position of Tony Lama Company, Inc. and subsidiary at
July 31, 1977 and 1976 and the results of their operations and the changes in their financial position for
the years then ended, in conformity with generally accepted accounting principles applied on a consis
tent basis.
September 30, 1977
Accountants’ Report
The Board of Directors
TRE Corporation
We have examined the Consolidated Financial Statements and related schedules of TRE Corpo
ration and subsidiaries as listed in the accompanying index. Our examination was made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
The Company is involved in litigation relating to rescission of the acquisition discussed in Note 9
of Notes to Consolidated Financial Statements. Although Company management and its counsel
expect the Company to prevail on its claims, the ultimate outcome of the litigation cannot presently be
determined.
In our opinion, subject to the effects, if any, on the Consolidated Financial Statements which may
result from final determination of the matter discussed in the preceding paragraph, the aforemen
tioned Consolidated Financial Statements present fairly the consolidated financial position of TRE
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Corporation and subsidiaries at July 31, 1977 and 1976 and the results of their operations and the
changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis; and the supporting schedules, in our opinion,
subject to the matter discussed in the preceding paragraph, present fairly the information set forth
therein.
September 16, 1977
Auditor’s Report
The Trustees and Shareholders
Wachovia Realty Investments:
We have examined the balance sheets of Wachovia Realty Investments as of August 31, 1977 and
1976 and the related statements of loss, shareholders’ equity and changes in financial position for the
years then ended. Our examination was made in accordance with generally accepted auditing stan
dards, and accordingly included such tests of the accounting records and such other auditing proce
dures as we considered necessary in the circumstances.
As explained in notes 1 and 4 to the financial statements, the Trust periodically performs an
in-depth review of its investment portfolio and adjusts the allowance for possible losses based on its
best estimate of exposure to loss. While we consider that the Trust used reasonable assumptions as to
future conditions in estimating the net realizable value of its investments, adjustments to the allow
ance for possible losses may be required if future conditions differ from those assumed by the Trust.
In addition to the considerations described in notes 1 and 4, other factors which could affect the
assumptions as to future conditions used by the Trust include various legal proceedings (see note 8),
the outcome of which is not presently determinable, and borrower bankruptcy proceedings.
In our opinion, subject to the possible effects of the matters discussed in the preceding paragraph,
the aforementioned financial statements present fairly the financial position of Wachovia Realty
Investments at August 31, 1977 and 1976 and the results of its operations and the changes in its
financial position for the years then ended, in conformity with generally accepted accounting princi
ples applied on a consistent basis.
October 6, 1977

USE OF ANOTHER AUDITOR
Report of Independent Auditors
Board of Directors
The Armstrong Rubber Company
New Haven, Connecticut
We have examined the statements of consolidated financial position of The Armstrong Rubber
Company and subsidiaries as of September 30, 1977 and September 30, 1976, and the related state
ments of consolidated income and retained earnings and changes in consolidated financial position for
the years then ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances. The financial statements of Copolymer
Rubber & Chemical Corporation used as the basis for reporting the Company’s investment and equity
in net income of that Corporation were examined by other auditors whose reports were furnished to
us. Our opinion expressed herein, insofar as it relates to the amount of the investment and income
included for Copolymer, is based solely on the reports of the other auditors.
In our opinion, based upon our examinations and the reports of other auditors, the financial
statements referred to above present fairly the consolidated financial position of The Armstrong
Rubber Company and subsidiaries at September 30, 1977 and September 30, 1976, and the consoli
dated results of their operations and changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis.
November 18, 1977
Report of Independent Auditors
To the Stockholders and Board of Directors
Ashland Oil, Inc.
Ashland, Kentucky
We have examined the Consolidated balance sheets of Ashland Oil, Inc., and subsidiaries as of
September 30, 1977 and September 30, 1976, and the related statements of consolidated income,
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Stockholders’ equity and changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. The financial statements of Arch Mineral Corporation, used as the basis for recording
the Company’s equity in net income of that corporation (see Note C of Notes to Consolidated Financial
Statements) were examined by other auditors whose report was furnished to us. Our opinion, in so far
as it relates to the equity income included for that corporation, is based solely on the report of the other
auditors.
In our opinion, based upon our examinations and the report of other auditors, the financial
statements referred to above (appearing on pages 40 to 51 of this annual report) present fairly the
consolidated financial position of Ashland Oil, Inc. and subsidiaries at September 30, 1977 and Sep
tember 30, 1976, and the consolidated results of their operations and changes in financial position for
the years then ended, in conformity with generally accepted accounting principles applied on a consis
tent basis after restatement for the change, with which we concur, in the method of accounting for
exploration and development costs as described in Note A to the consolidated financial statements.
November 4, 1977

Auditor’s Opinion
To the Shareholders of
Baker International Corporation:
We have examined the consolidated statements of financial position of Baker International Cor
poration and subsidiary companies as of September 30, 1977 and 1976, and the related consolidated
statements of income, shareholders’ equity, and changes in financial position for the years then ended.
Our examinations were made in accordance with generally accepted auditing standards and, accord
ingly, included such tests of the accounting records and such other auditing procedures as we consid
ered necessary in the circumstances. We did not examine the 1976 financial statements of Reed Tool
Company and subsidiaries, a consolidated subsidiary, which statements reflect total assets and rev
enues constituting 27 percent and 23 percent, respectively, of the related consolidated totals. These
statements were examined by other auditors whose report thereon has been furnished to us, and our
opinion expressed herein, insofar as it relates to the 1976 amounts included for Reed Tool Company
and subsidiaries, is based solely upon that report.
In our opinion, based upon our examinations and the report of other auditors, the abovementioned financial statements present fairly the financial position of the companies at September 30,
1977 and 1976, and the results of their operations and changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis.
November 18, 1977

Independent Auditors’ Report
To the Stockholders of
Barber-Greene Company
We have examined the consolidated balance sheets of Barber-Greene Company and Subsidiaries
as of September 3, 1977 and August 28, 1976, and the related consolidated statements of earnings,
changes in stockholders’ equity and changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances. The financial statements of certain foreign subsidiaries, which reflect
total assets and net sales constituting 34% and 37%, respectively in 1977 and 30% and 34%, respec
tively in 1976 of the related consolidated totals, were examined by other auditors whose reports
thereon have been furnished to us. Our opinion expressed herein, insofar as it relates to the amounts
included for such foreign subsidiaries, is based solely upon the reports of such auditors.
In our opinion, based upon our examinations and the reports of the other auditors, the financial
statements referred to above present fairly the consolidated financial position of Barber-Greene
Company and Subsidiaries at September 3, 1977 and August 28, 1976, and the consolidated results of
their operations and changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis.
October 27, 1977
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Report of Independent Auditors
To The Board of Directors
The Black and Decker Manufacturing Company
Towson, Maryland
We have examined the consolidated statement of financial condition of The Black and Decker
Manufacturing Company and subsidiaries as of September 25, 1977 and September 26, 1976 and the
related consolidated statements of earnings, changes in stockholders’ equity and changes in financial
position for the years then ended. Our examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances. We did not examine the finan
cial statements of certain consolidated subsidiaries located outside the United States which state
ments reflect total assets and revenues constituting 29% and 36% in 1977 and 31% and 41% in 1976
respectively, of the related consolidated totals. These statements were examined by other indepen
dent accountants whose reports thereon have been furnished to us and our opinion expressed herein,
insofar as it relates to the amounts included for these subsidiaries, is based solely on the reports of the
other independent accountants.
In our opinion, based upon our examinations and the reports of the other independent accoun
tants, the financial statements referred to above present fairly the consolidated financial position of
The Black and Decker Manufacturing Company and subsidiaries at September 25, 1977 and Sep
tember 26, 1976 and the consolidated results of their operations and changes in their financial position
for the years then ended, in conformity with generally accepted accounting principles applied on a
consistent basis.
November 7, 1977
Auditor's Opinion
To the Stockholders and Board of Directors of
Caressa, Inc.
We have examined the consolidated balance sheets of Caressa, Inc. and subsidiaries as of Sep
tember 30, 1977 and 1976, and the related consolidated statements of income (loss), stockholders’
equity and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. We did not examine the financial statements of certain foreign companies or their sub
sidiaries. Amounts for these companies included in the consolidated financial statements, which were
examined by other auditors, represented 10% and 19% of consolidated assets as of September 3 0 , 1977
and 1976, respectively. Our opinion expressed herein, insofar as it relates to the amounts included for
those companies, is based solely upon such reports.
In our opinion, based upon our examination and the reports of other auditors, the aforementioned
consolidated financial statements present fairly the financial position of Caressa, Inc. and subsidiaries
as of September 30, 1977 and 1976, and the results of their operations and the changes in their financial
position for the years then ended, in conformity with generally accepted accounting principles applied
on a consistent basis.
December 22, 1977
Report of Independent Auditors
Board of Directors
Copeland Corporation
Sidney, Ohio
We have examined the statement of consolidated financial condition of Copeland Corporation and
its subsidiaries as of September 30, 1977, and September 30, 1976, and the related statements of
consolidated earnings, shareholders’ equity and changes in financial position for the years then ended.
Our examinations were made in accordance with generally accepted auditing standards and, accord
ingly, included such tests of the accounting records and such other auditing procedures as we consid
ered necessary in the circumstances. We did not examine the financial statements of a foreign
affiliated company which constituted approximately 6% of consolidated net earnings for the year
ended September 30, 1977, and 4% of consolidated assets at September 30, 1977. These statements
were examined by other auditors whose report was furnished to us. Our opinion expressed herein,
insofar as it relates to the amounts included for this affiliate for the year ended September 3 0 , 1977, is
based solely on the report of the other auditors.
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In our opinion, based upon our examinations and the report of other auditors, the financial
statements referred to above present fairly the consolidated financial position of Copeland Corpora
tion and its subsidiaries at September 30, 1977, and September 30, 1976, and the consolidated results
of their operations and changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis.
November 7, 1977
Auditors’ Report
Board of Directors and Stockholders
FAS International, Inc.
Bala Cynwyd, Pennsylvania
We have examined the consolidated balance sheets of FAS International, Inc. and subsidiaries as
of September 30, 1977 and 1976, and the related statements of operations, stockholders’ equity and
changes in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. We did not
examine the financial statements of Capitol Pipe & Steel Products of Canada Limited, a consolidated
subsidiary, which statements reflect 12.7% and 13.7%, respectively, of consolidated assets and 6.8%
and 3.7%, respectively, of the consolidated revenues. These statements were examined by other
auditors whose report thereon has been furnished to us and our opinion expressed herein insofar as it
relates to the amounts included for Capitol Pipe & Steel Products of Canada Limited in based solely
upon the report of the other auditors.
In our opinion, based on our examinations and the report of other auditors referred to above, the
financial statements referred to above present fairly the consolidated financial position of FAS Inter
national, Inc. and subsidiaries at September 30, 1977 and 1976, and the results of their operations and
the changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
December 29, 1977
To the Shareholders
Capitol Pipe and Steel Products of Canada Limited
Gentlemen:
We have examined the Statements of Assets and Liabilities and Shareholders’ Equity as at
September 30, 1976 and September 30, 1977 and the Statements of Retained Earnings, Operations
and Source and Application of Funds for the ten month period and the year then ended respectively.
Our examination was made in accordance with generally accepted auditing standards and accordingly
included such tests and other procedures as we considered necessary in the circumstances.
In our opinion, these financial statements present fairly the financial position of the company as at
September 30, 1976 and September 30, 1977 and the results of its operations and the source and
application of its funds for the ten month period and the year then ended respectively, in accordance
with generally accepted accounting principles applied on a basis consistent with that of the preceding
periods.
October 31, 1977
Auditors’ Opinion
To the Stockholders and Board of Directors of
Houston Natural Gas Corporation:
We have examined the consolidated balance sheets of Houston Natural Gas Corporation and
consolidated subsidiaries as of July 31, 1977 and 1976, and the related statements of consolidated
income, changes in consolidated financial position, and changes in consolidated stockholders’ equity for
the years then ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances. We did not examine the consolidated
financial statements of Pott Industries Inc. and its subsidiaries which have been included in the
consolidated financial statements of Houston Natural Gas Corporation on the basis described in the
notes to the consolidated financial statements. Such statements of Pott Industries Inc. and its sub
sidiaries reflect total assets of 18% and 18% and revenues of 10% and 12% of the related consolidated
totals for 1977 and 1976, respectively. These statements were examined by other auditors whose
report thereon has been furnished to us, and our opinion expressed herein, insofar as it relates to the
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amounts included for Pott Industries Inc. and its subsidiaries, is based solely upon the report of such
other auditors.
In our opinion, based upon our examinations and the report of other auditors, the consolidated
financial statements of Houston Natural Gas Corporation and consolidated subsidiaries present fairly
the financial position of the companies at July 31, 1977 and 1976, and the results of their operations and
changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
September 30, 1977
Report of Independent Public Accountants
To Kaibab Industries:
We have examined the consolidated balance sheet of Kaibab Industries (an Arizona corporation)
and subsidiary as of September 30, 1977 and 1976, the related consolidated statements of income,
stockholders’ investment and changes in financial position for the years then ended. Our examina
tion was made in accordance with generally accepted auditing standards, and accordingly included
such tests of the accounting records and such other auditing procedures as we considered neces
sary in the circumstances. We did not examine the financial statements of Productora de Triplay,
S.A., and Servicios Kaibab, S.A., the investments in which are reflected in the accompanying
financial statements using the equity method of accounting (see Note 1 of notes to consolidated
financial statements). Kaibab Industries share of the net loss of these unconsolidated subsidiaries was
$254,405 in 1977 and $153,455 in 1976. The statements of these unconsolidated subsidiaries were
examined by other auditors whose reports thereon have been furnished to us and our opinion ex
pressed herein, insofar as it relates to the amounts included for Productora de Triplay, S.A., and
Servicios Kaibab, S.A., is based solely upon the reports of the other auditors. In 1977, the opinion of
the other auditors on the financial statements of Triplay was qualified due to an inadequate provision
for doubtful accounts and overvalued inventories. However, as explained in Note 1 to the Consoli
dated Financial Statements, Kaibab has recorded its share of the additional loss.
In our opinion, based on our examination and the reports of other auditors referred to above, the
accompanying consolidated financial statements present fairly the financial position of Kaibab Indus
tries and subsidiary as of September 3 0 , 1977 and 1976, and the results of their operations and changes
in their financial position for the years then ended, in conformity with generally accepted accounting
principles consistently applied during the periods.
November 30, 1977.
Accountants' Report
The Board of Directors
National-Standard Company:
We have examined the consolidated balance sheets of National-Standard Company and sub
sidiaries as of September 30, 1977 and 1976, and the related consolidated statements of earnings,
retained earnings and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. We did not examine the financial statements of a consolidated foreign subsidiary, which
statements represent total assets and net sales of 13% and 12% in 1977 and 1976, respectively, of the
related consolidated totals. These statements were examined by other independent public accountants
whose report thereon has been furnished to us and our opinion expressed herein, insofar as it relates
to the amounts of such subsidiary, is based solely upon the reports of the other accountants.
In our opinion, based on our examinations and the aforementioned reports of other independent
public accountants, such consolidated financial statements present fairly the financial position of
National-Standard Company and subsidiaries at September 30, 1977 and 1976 and the results of their
operations and changes in financial position for the years then ended, in conformity with generally
accepted accounting principles applied on a consistent basis.
November 9, 1977
Auditors’ Report
To the Stockholders and Board of Directors of
Nexus Industries, Inc.:
We have examined the consolidated balance sheets of Nexus Industries, Inc. (a Delaware corpo
ration) and subsidiaries as of July 31, 1977 and July 31, 1976, and the consolidated statements of
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income, stockholders’ equity and changes in financial position for the years then ended. Our examina
tion was made in accordance with generally accepted auditing standards, and accordingly included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances. We did not examine the financial statements of The Equilink Corporation, a 59.5%
owned subsidiary, whose total assets represent 15.1% and 15.5% of the related consolidated totals at
July 31, 1977 and July 31, 1976, respectively. These statements were examined by other auditors
whose report thereon has been furnished to us and our opinion expressed herein, insofar as it relates
to the amounts included for The Equilink Corporation, is based solely upon the report of the other
auditors.
In our opinion, based upon our examination and the report of other auditors referred to above, the
accompanying financial statements present fairly the financial position of Nexus Industries, Inc. and
subsidiaries as of July 31, 1977 and July 31, 1976, and the results of their operations and the changes in
their financial position for the years then ended, in conformity with generally accepted accounting
principles consistently applied during the periods.
October 17, 1977.
Report of Independent Public Accountants
To the Stockholders of
Peoples Drug Stores, Incorporated:
We have examined the consolidated balance sheets of Peoples Drug Stores, Incorporated (a
Maryland corporation) and subsidiaries as of September 24, 1977 and September 25, 1976 and the
consolidated statements of income, changes in stockholders’ investment, and changes in financial
position for the periods then ended. Our examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances. We did not examine either the
1977 of 1976 financial statements of The Lane Group of Peoples Drug Stores, Incorporated, which
statements reflect total assets, net sales and net income constituting 31%, 30% and 20% in 1977, and
29%, 62% and 72% in 1976, respectively, of the related consolidated totals. These statements were
examined by Main Lafrentz & Co. whose reports thereon have been furnished to us and our opinion
expressed herein, insofar as it relates to the amounts included for The Lane Group, is based solely
upon their reports.
In our opinion, based upon our examination and the reports of Main Lafrentz & Co. referred to
above, the accompanying financial statements present fairly the financial position of Peoples Drug
Stores, Incorporated and subsidiaries as of September 24, 1977 and September 25, 1976, and the
results of their operations and changes in their financial position for the periods then ended, in
conformity with generally accepted accounting principles consistently applied during the periods.
November 18, 1977.
Report of Independent Certified Public Accountants
The Stockholders,
Peoples Drug Stores, Incorporated
We have examined the combined balance sheet of The Lane Group as of September 24, 1977 and
September 25, 1976 and the related combined statements of income and retained earnings and changes
in financial position for the fiscal years then ended. Such financial statements are not presented
separately herein. The combined financial statements of The Lane Group include the results of opera
tions and changes in financial position of The Lane Drug Corporation for the period October 1, 1975
through June 30, 1976, at which time The Lane Drug Corporation was merged into Peoples Drug
Stores, Incorporated. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
In our opinion, such financial statements present fairly the financial position of The Lane Group at
September 24, 1977 and September 25, 1976, and the combined results of its operations and changes in
its financial position for the fiscal years then ended, in conformity with generally accepted accounting
principles applied on a consistent basis.

October 26, 1977
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Accountants’ Opinion
To the Shareholders and Board of Directors
of Rossmoor Corporation:
We have examined the consolidated balance sheet of Rossmoor Corporation and subsidiaries as of
September 30, 1977 and 1976 and the related consolidated statements of income, changes in stockhold
ers’ equity, and changes in financial position for the years then ended. Our examinations were made
in accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. We did not examine the consolidated financial statements of Laguna Hills Utility Com
pany which, as explained in Note 2 to the consolidated financial statements, was spun off to the
shareholders of Rossmoor Corporation effective September 30, 1977. Rossmoor Corporation’s equity
in the net assets of Laguna Hills Utility Company at September 30, 1976 amounted to $9,270,000, and
the equity in that company’s net loss for the years ended September 30, 1977 and 1976 amounted to
$195,000 and $82,000, respectively. The financial statements of Laguna Hills Utility Company were
examined by other auditors whose report thereon was furnished to us, and our opinion expressed
herein, insofar as it related to the amounts included for such company, is based solely upon the report
of the other auditors.
In our opinion, based upon our examinations and the report of other auditors referred to above,
such consolidated financial statements present fairly the. financial position of Rossmoor Corporation
and subsidiaries at September 30, 1977 and 1976 and the results of their operations and the changes in
their financial position for the years then ended, in conformity with generally accepted accounting
principles applied on a consistent basis.
December 7, 1977

Opinion of Independent Certified Public Accountants
To the Board of Directors and the Shareholders of
The Signal Companies, Inc.:
We have examined the consolidated balance sheets of The Signal Companies, Inc. and subsidiary
companies as of December 31, 1977 and 1976 and the related consolidated statements of income,
shareholders’ equity, and changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. We did not examine the consolidated financial statements of UOP Inc. (a consolidated
subsidiary), which statements reflect assets constituting 24% of consolidated total assets at December
31, 1977 and 1976, and sales constituting 23% and 26%, respectively, of the consolidated sales for the
years then ended. These statements were examined by other auditors whose report thereon was
qualified because of the matter described in the following paragraph. Our opinion expressed herein,
insofar as it relates to the amounts included for UOP Inc., is based solely upon the report of such other
auditors.
As discussed further in Note 3, UOP Inc. and its Procon subsidiaries are involved in litigation in
connection with a refinery project. On the basis of information presently available, UOP Inc. man
agement and its vice president-general counsel are of the opinion that the suit can be successfully
defended and in any event, the ultimate liability, if any, resulting therefrom will not materially
adversely affect UOP Inc.’s financial position on a consolidated basis. However, the ultimate outcome
is uncertain at this time.
In our opinion, based upon our examinations and the report of other auditors referred to above
and subject to the effects on the financial statements of such adjustments, if any, as might have been
required had the outcome of the uncertainty referred to in the preceding paragraph been known, the
accompanying financial statements present fairly the financial position of The Signal Companies, Inc.
and subsidiary companies at December 31, 1977 and 1976, and the results of their operations and the
changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles consistently applied during the period except for the change, with which we
concur, in the method of valuing certain inventories as described in Note 2 to the consolidated financial
statements.
February 13, 1978
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Report of Certified Public Accountants
The Board of Directors and Shareholders
United States Filter Corporation
We have examined the accompanying consolidated balance sheet of United States Filter Corpora
tion at December 31, 1977 and 1976, and the related consolidated statements of income and retained
earnings and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards, and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. With respect to the Company’s investment ($70,758,000 in 1977 and $67,753,000 in 1976)
in Filtrol Corporation, an unconsolidated subsidiary, and equity in its net income ($3,005,000 in 1977
and $2,445,000 in 1976), we have received the report of other independent public accountants on their
examination of the financial statements of such company for the years ended December 31, 1977 and
1976, whose report contained a qualified opinion because of the matter referred to in the Note entitled
“Filtrol Corporation.”
Our opinion expressed herein, insofar as it relates to the amounts included for Filtrol Corpora
tion, is based solely upon the report of the other accountants. As described in the Note entitled
“Filtrol Corporation,” Filtrol has reached agreement with audit representatives of the Internal Rev
enue Service as to the revised calculation of clay depletion allowances. Provision for additional
income tax and interest liabilities on the basis of this revised calculation has been made in Filtrol’s
financial statements. However, the revised calculation remains subject to review and approval by
appropriate representatives of the Internal Revenue Service and by the Joint Committee on Taxation
of the United States Congress.
In our opinion, based upon our examination and the report of other independent public accoun
tants referred to above and subject to the effect, if any, of the ultimate resolution of the income tax
matter discussed in the preceding paragraph, the accompanying financial statements present fairly
the consolidated financial position of United States Filter Corporation at December 31, 1977 and 1976,
and the related consolidated results of operations and changes in financial position for the years then
ended, in conformity with generally accepted accounting principles applied on a consistent basis
during the period.
February 23, 1978
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III
CONTINUING AUDITOR—REVISION OF PREVIOUS OPINION

An auditor who expresses an updated opinion that differs from his previous opinion on the
financial statements of a prior period is required under Statement No. 15 to disclose all the
substantive reasons for the different opinion in a separate explanatory paragraph of his report on
the comparative financial statements. The explanatory paragraph is to disclose (a) the date of the
auditor’s previous report, (b) the type of opinion previously expressed, (c) the circumstances or
events that caused the auditor to express a different opinion, and (d) that the auditor’s updated
opinion differs from the previous opinion. If the updated opinion is other than unqualified, the
opinion paragraph is required to include an appropriate modification and a reference to the
explanatory paragraph.
Fifty three examples are presented of auditor’s reports in which a continuing auditor revised
an opinion on a previous year. The examples are classified according to the nature of the opinion
revision.
DISCLAIMER OF OPINION CHANGED TO UNMODIFED OPINION
Auditors’ Report
To the Board of Directors of
Grolier Incorporated:
We have examined the consolidated balance sheets of Grolier Incorporated (a Delaware corpora
tion) and subsidiaries as of December 31, 1977 and 1976, and the related consolidated statements of
operations, capital stock and surplus and changes in financial position for the years then ended. Our
examination was made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our report dated March 2, 1977, we were unable to express, and did not express, an opinion on
the 1976 financial statements because the realization of the carrying value of the Company’s assets
through successful future operations was dependent upon the consummation of the plan of restructur
ing of substantially all of the Company’s capital structure. As discussed in note 1 of notes to consoli
dated financial statements, the plan of restructuring was consummated on December 15, 1977. Ac
cordingly, our opinion on the 1976 financial statements, as presented herein, has been revised to
reflect the change in circumstances.
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In our opinion, the accompanying financial statements present fairly the financial position of
Grolier Incorporated and subsidiaries as of December 31, 1977 and 1976, and the results of their
operations and the changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles consistently applied during the periods.
February 23, 1978.
Report of Independent Certified Public Accountants
To the Stockholders and Board of Directors
Hallcraft Homes, Inc.
We have examined the consolidated balance sheets of Hallcraft Homes, Inc. and Subsidiaries
(Hallcraft) as of April 30, 1978 and 1977 and the related consolidated statements of operations,
stockholders’ deficit and changes in financial position for the years then ended, and Schedules V and
VI. Our examinations were made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
In our report dated August 16, 1977, we were unable to, and did not express an opinion on the
1977 financial statements and schedules referred to above because of the possible material effects
relating to Hallcraft’s ability to operate as a going concern and its ability to realize the carrying value
of a large parcel of land. As explained in Note 2, Hallcraft was merged into Nu-West Development
Corporation of Arizona on April 30, 1978. As a result of this merger, the uncertainties referred to
above no longer impact Hallcraft. Accordingly, our present opinion on the 1977 financial statements,
as presented herein, is different from that expressed in our previous report.
In our opinion, the consolidated financial statements referred to above present fairly the financial
position of Hallcraft as of April 30, 1978 and 1977, and the results of its operations and the changes in
its financial position for the years then ended, in conformity with generally accepted accounting
principles applied on a consistent basis. Further, it is our opinion that Schedules V and VI present
fairly the information set forth therein.
July 7, 1978
Auditors’ Report
To the Board of Directors,
Sooner Life Insurance Company:
We have examined the balance sheets of Sooner Life Insurance Company as of December 31, 1977
and 1976 and the related statements of income, stockholders’ equity and changes in financial position
for the years then ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
In our report dated March 11, 1977, we did not express an opinion on the 1976 financial state
ments as to conformity with generally accepted accounting principles because it was the Company’s
policy to prepare its financial statements on the basis of accounting practices prescribed or permitted
by the Insurance Department of the State of Oklahoma, which practices differ in some respects from
generally accepted accounting principles and the effects of such practices on the statutory financial
statements had not been determined. As described in Note 1, the Company has restated its 1976
financial statements to conform with generally accepted accounting principles. Accordingly, our pres
ent opinion on the 1976 financial statements, as presented herein, is different from the disclaimer
expressed in our previous report.
In our opinion, the financial statements referred to above present fairly the financial position of
Sooner Life Insurance Company at December 31, 1977 and 1976, and the results of its operations,
changes in stockholders’ equity and changes in financial position for the years then ended, in confor
mity with generally accepted accounting principles applied on a consistent basis after giving retroac
tive effect to the change, with which we concur, to reporting on the basis of generally accepted
accounting principles.
March 3, 1978
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DISCLAIMER OF OPINION CHANGED TO “SUBJECT TO” OPINION
Auditors’ Report
Board of Directors
The Cuneo Press, Inc.
We have examined the consolidated balance sheets of The Cuneo Press, Inc. and Subsidiaries as
of January 31, 1978 and 1977, and the related consolidated statements of operations and accumulated
deficit and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
The financial statements referred to above have been prepared on the going-concern basis which
contemplates the realization of assets and the liquidation of liabilities in the ordinary course of busi
ness. As indicated in the accompanying consolidated financial statements, the Company had substan
tial losses for the years ended January 31, 1978 and 1977, and a working capital deficiency of
$1,199,772 and a deficit in stockholders’ equity of $7,278,714 at January 31, 1978. Significant factors
which have an important effect on future operations of the Company, as discussed in the notes to the
financial statements, include the ability of the Company to meet its obligations as they become due,
compliance with, or waiver of, certain requirements under loan and lease obligations, the inability to
determine the extent of future costs relating to the closing of the Philadelphia plant, the realization of
the assigned assets, and the determination of the effects of these matters as they relate to possible
defaults under loan and lease obligations.
In our report dated April 29, 1977, we did not express an opinion on the 1977 financial statements.
As explained in Notes B, C and D, the Company has reduced the carrying value of certain idle
property, plant and equipment and also has restructured a substantial portion of its indebtedness.
Accordingly, we have revised our position regarding the 1977 financial statements.
In our opinion, subject to the effects, if any, on the financial statements of the ultimate resolution
of the matters discussed in the second paragraph, the financial statements referred to above present
fairly the consolidated financial position of The Cuneo Press, Inc. and Subsidiaries as of January 31,
1978 and 1977, and the consolidated results of their operations and changes in their financial position
for the years then ended, in conformity with generally accepted accounting principles applied on a
consistent basis.
April 28, 1978 (except for Notes C, D and E as to which the date is July 21, 1978)
Accountant’s Report
The Shareholders and Board of Directors
George Washington Corporation:
We have examined the consolidated balance sheets of George Washington Corporation and sub
sidiaries at December 31, 1977 and 1976 and the related consolidated statements of operations,
shareholders’ equity and changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
The assets and liabilities included in the consolidated balance sheets of George Washington
Corporation are principally those of its wholly-owned insurance subsidiaries. George Washington
Corporation has no operations and its present source of funds is distributions from subsidiaries.
Certain of the Company’s subsidiaries are licensed by the Insurance Commissioners of various states
which regulate the amount of funds which these subsidiaries may pay to the Company in the form of
dividends and other items. The Company is dependent upon such funds to pay operating expenses and
satisfy other obligations (see Note 15).
The Company is presently involved in several lawsuits as described in Note 15, and is currently
under examination by the Internal Revenue Service as described in Note 7. The final outcome of the
litigation and the I.R.S. examination and the effect, if any, on the accompanying financial statements
is not presently determinable.
In our report dated June 1, 1977, related to the financial statements at December 31, 1976, and for
the year then ended, we did not express an opinion on the 1976 financial statements because we were
unable to determine why $3,500,000 of marketable securities erroneously transferred to a reinsuring
insurance company had not been returned to the Company. The current status of these securities is
described in Note 15 to the financial statements together with other unresolved contingencies.

53

In our opinion, subject to the effect, if any, on the accompanying financial statements from the
resolution of the matters discussed in paragraph three above, the aforementioned consolidated finan
cial statements present fairly the consolidated financial position of George Washington Corporation
and subsidiaries at December 31, 1977 and 1976 and the consolidated results of operations and consoli
dated changes in financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
March 24, 1978
Accountants’ Report
To the Board of Directors and Stockholders
United Merchants and Manufacturers, Inc.
New York, N. Y.
We have examined the consolidated financial statements and schedules of United Merchants and
Manufacturers, Inc. and subsidiary companies at June 30, 1978 and 1977, and for the years then ended
listed in the accompanying index to financial statements and schedules. Our examinations were made
in accordance with generally accepted auditing standards, and accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
As more fully set forth in Note M, the Company is disputing certain claims filed in the Bankruptcy
Court aggregating $76,953,000 and has recorded liabilities with respect thereto aggregating
$45,259,000, including reserves of $29,098,000 applicable to its discontinued retail business. The
amount of the ultimate liability with respect to the disputed claims is not presently determinable.
In our report dated January 3, 1978, we disclaimed an opinion on the 1977 financial statements
because of the material uncertainties relating to (i) the Company’s ability to continue as a going
concern in light of its filing of a Chapter XI Petition on July 12, 1977, and (ii) the adequacy of reserves
for losses on the disposal of the retail business (including those referred to in the previous paragraph)
and on the closing and disposition of certain foreign textile and domestic textile operations. As set
forth in Note A, the Company’s Plan of Arrangement in its Chapter XI proceedings has been con
firmed. Further, as set forth in Note D, the uncertainties relating to certain of the reserves for losses
on disposal of the retail business and to the reserves for losses on the closing and disposition of certain
foreign textile and domestic textile operations have been substantially resolved at June 30, 1978.
Accordingly, our present opinion on the 1977 financial statements, as expressed herein, is different
from that expressed in our previous report.
In our opinion, subject to the effect on the financial statements, if any, of the matter referred to in
the second paragraph hereof, the aforementioned financial statements present fairly the consolidated
financial position of United Merchants and Manufacturers, Inc. and subsidiary companies at June 30,
1978 and 1977 and the consolidated results of their operations and the consolidated changes in their
financial position for the years then ended, in conformity with generally accepted accounting princi
ples applied on a consistent basis, and the schedules referred to above present fairly the information
set forth therein.
September 22, 1978

“SUBJECT TO” OPINION CHANGED TO DISCLAIMER OF OPINION
Auditors’ Report
Board of Directors and Shareholders
Aeronca, Inc.
Pineville, North Carolina
We have examined the consolidated balance sheets of Aeronca, Inc. and subsidiaries as of De
cember 31, 1977 and 1976 and the related consolidated statements of operations, shareholders’ equity
and changes in financial position for the years then ended. Our examinations were made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
As described in the footnotes, the Company is currently involved in litigation for the determina
tion of the final contract price for a significant long-term contract with a customer who has entered
into a bankruptcy proceeding (Note 3). The Company is also currently involved in litigation for the
settlement of the final contract price (including change orders) for a significant contract (Note 4),
requires additional sales authorizations for approximately 20 shipsets on the L-1011 program in order
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to recover certain costs included in work-in-process on that program (Note 5), and may be assessed for
additional property taxes (Note 9).
As described in Note 8, the Company is negotiating a new loan agreement with its major lenders.
Continuation of the business is dependent upon the maintenance of adequate financing through satis
factory completion of these negotiations or through obtaining additional financing from alternate
sources.
In our report dated February 22, 1977, our opinion on the financial statements for the year ended
December 31, 1976 was qualified due to the Company being involved in the determination of the final
contract price for a significant long term contract, the requirement of additional sales authorization for
approximately 33 ship sets on the L-1011 program in order to recover certain costs included in
work-in-process on that program and as a result of potential assessment of additional property taxes.
However, in view of the additional litigation and the negotiations of a new loan agreement as noted
above, our present opinion on the financial statement for the year ended December 31, 1976, as
presented herein, is different from that expressed in our previous report.
Because of the significance of the matters referred to in the second and third paragraphs, we are
unable to and do not express an opinion on the consolidated financial statements referred to above for
the years ended December 31, 1977 and 1976.
February 21, 1978 (March 21, 1978 as to Note 3)
Report of Independent Auditors
Shareholders and Board of Directors
Apeco Corporation
Evanston, Illinois
We have examined the consolidated balance sheets of Apeco Corporation (debtor-in-possession)
and subsidiaries as of November 30, 1977 and November 30, 1976, and the related consolidated
statements of operations and retained-earnings deficit and changes in financial position for the years
then ended. Our examinations were made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances.
Since October 19, 1977, Apeco Corporation (the Parent) has been operating as debtor-inpossession under Chapter XI of the Federal Bankruptcy Act. Under Chapter XI, the Parent contin
ues to conduct its business as usual under Court supervision while it formulates a plan of arrangement
for the satisfaction of its unsecured debt. The consolidated balance sheet at November 30, 1977
includes unsecured liabilities as of October 19, 1977 which are subject to settlement under the Chapter
XI case. This requires development of a plan of arrangement by the Parent, acceptance thereof by the
unsecured creditors, and confirmation thereof by the Court. At the present time, a plan of arrange
ment has not been proposed. The form which such arrangement might take and the amount for which
the recorded liabilities may be settled are not determinable at this time. Further, the Parent is subject
to potential additional claims from vendors for canceled purchase orders and leases, the amount of
which cannot be estimated at the present time. The foregoing is more fully described in Note B to the
consolidated financial statements.
As more fully discussed in Note D to the consolidated financial statements, the Company has
made decisions and taken actions to significantly contract the scope of its operations, and in connection
therewith has recorded provisions for estimated losses. The extent to which additional adjustments
may be necessary as a result of these actions cannot be determined at the present time.
The accompanying consolidated financial statements have been prepared in conformity with
generally accepted accounting principles applicable to a going concern. However, continuation of the
Company as a going concern (which contemplates, among other things, the realization of assets in the
normal course of business) is dependent upon, among other factors, (i) the development and confirma
tion of a plan of arrangement in a form that will enable the Company to continue as a going concern, (ii)
the outcome of the uncertainties regarding utilization of certain inventories, sales of branches and
sales of European subsidiaries as more fully described in Note D, (iii) the ability to obtain financing
adequate to its operational needs, (iv) the establishment of normal credit terms with vendors, and (v)
the resumption of profitable operations. The eventual outcome and effect on the consolidated financial
statements of the foregoing cannot presently be determined.
The consolidated balance sheets include notes receivable carried at $2,700,000. As discussed in
Note F to the consolidated financial statements, due to various uncertainties, including litigation
between the Company and the debtor, the amount which the Company may eventually realize on the
notes is not determinable at the present time.
In our report dated February 8, 1977, our opinion on the 1976 financial statements was qualified
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as being subject to the effect on the financial statements of the ultimate resolution of uncertainties
with respect to (1) the effect of the Company’s financial problems on the valuation of assets and
payment of liabilities in the normal course of business and (2) the realization of the notes receivable
discussed in the preceding paragraph. However, in view of the additional developments in 1977, as
discussed above, our present report on the 1976 consolidated financial statements, as presented
herein, contains the following disclaimer of opinion with respect thereto.
Because of the significance of the uncertainties regarding the propriety of the use of generally
accepted accounting principles applicable to a going concern and other matters, as discussed in the
preceding paragraphs, we cannot and do not express an opinion on the 1977 and 1976 financial
statements referred to above.
February 17, 1978
Accountants’ Report
The Board of Trustees and Shareholders
C.I. Mortgage Group:
We have examined the consolidated balance sheets of C.I. Mortgage Group (a Massachusetts
business trust) as of October 31, 1977 and 1976 and the related consolidated statements of operations,
shareholders’ equity (deficiency) and changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
As explained in Note 5 the Trust failed on June 30, 1977 to meet in full a principal payment of
$17,902,961 due under its Revolving Credit and Security Agreement, dated as of April 1, 1975, and
subsequently the Trust did not meet the next principal installment of $19,246,523 due on December
31, 1977. These defaults, as well as certain others, are continuing and as a result thereof on January
26, 1978 the Trust’s bank lenders accelerated the maturity of $230,322,458 of indebtedness. In accor
dance with the Agreement, this acceleration of indebtedness was made pursuant to a demand by one
of the 21 lending banks. The Agreement provides that the notice of acceleration may be rescinded
within 10 days after the date given by vote of the majority of the lending banks in number holding
more than 66⅔% of the outstanding principal amount of the debt. The Trust has been advised by the
agent bank under the Agreement that it is attempting to obtain, and is recommending, a rescission of
the notice of acceleration in accordance with such provision; however, there can be no assurance that
the requisite number of banks will vote to rescind.
The accompanying consolidated financial statements have been prepared in conformity with
generally accepted accounting principles which contemplate continuance of the Trust as a going
concern, notwithstanding the acceleration of the bank indebtedness, in view of the efforts of the agent
bank to obtain a timely rescission of the acceleration and the continuing efforts of the Trust and the
banks to achieve an amended Revolving Credit and Security Agreement and to implement a substan
tial asset swap program. The Trust’s ability to meet its cash requirements and continue normal
operations is dependent upon its ability to successfully resolve all of the above matters. While the
Trust is hopeful of the continued cooperation of its bank lenders, there can be no assurance that the
present continuing efforts will be successful. If all of these matters are not successfully resolved, the
Trust will likely seek the protection of the courts under the Federal Bankruptcy laws (see Note 5).
Substantially all of the Trust’s borrowers have experienced difficulties and have been unable to
meet their repayment commitments to the Trust. The Trust has established an allowance for possible
losses based on a review of its mortgage investments and foreclosed properties which is considered
reasonable on a going concern basis. However, as described in Note 3, the review included considera
tion of assumptions regarding future events and conditions with respect to its mortgage investments
and foreclosed properties which are uncertain. In addition, the allowance was determined based on the
assumption that the mortgage investments and foreclosed properties would be disposed of in the
normal course of business and not on a liquidation basis. Significant adjustments to the allowance for
possible losses may be required in the future if actual conditions differ from those assumed by the
Trust in estimating the net realizable value of its mortgage investments and foreclosed properties.
The Trust has been named as defendant in various lawsuits and the Securities and Exchange
Commission is conducting a private investigation of the Trust as described in Note 10. The final
outcome of these lawsuits and the investigation is not presently determinable.
Because of the significance of the matters discussed in the preceding four paragraphs, we do not
express an opinion on the aforementioned consolidated financial statements of C.I. Mortgage Group as
of and for the years ended October 31, 1977 and 1976. In our report dated January 4, 1977, our opinion
on the Trust’s 1976 consolidated financial statements was qualified subject to various uncertainties. In
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view of the Trust’s defaults under its Revolving Credit and Security Agreement, the acceleration of
its indebtedness, and the likelihood of the Trust seeking the protection of the courts under the Federal
bankruptcy laws if initially, the acceleration of its indebtedness is not rescinded and subsequently, if
the Trust is unsuccessful in obtaining agreement of the banks to a second proposed asset swap program
and a plan of restructuring of borrowings, our present opinion on the 1976 consolidated financial
statements as presented herein, is different from that expressed in our previous report.
January 26, 1978

“SUBJECT TO” OPINION RETAINED BUT REASON FOR IT CHANGED
Report of Independent Certified Public Accountants
Board of Directors and Shareholders
Ag-MET, INC.
Frackville, Pennsylvania
We have examined the consolidated balance sheets of Ag-MET, INC. and subsidiaries as of
March 31, 1978 and 1977 and the related consolidated statements of loss, shareholders’ equity and
changes in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
As discussed in Note 10, the Company became a defendant in a number of legal actions during the
year ended March 31, 1978. The ultimate outcome of the lawsuits cannot be determined; therefore, in
the 1978 consolidated financial statements, there is no provision for liability, if any.
In our report dated June 20, 1977, our opinion on the 1977 consolidated financial statements was
qualified as being subject to the outcome of an insurance claim against the insurance carriers for theft
loss of silver inventory. As explained in Note 8, the insurance claim of approximately $333,000 has
been charged to operations in the current year. Accordingly, our present opinion on the 1977 consoli
dated financial statements, as presented herein, is different from that expressed in our previous
report.
In our opinion, subject to the effects on the 1978 consolidated financial statements of such adjust
ments, if any, as might have been required had the outcome of the uncertainties referred to in the
second paragraph been known, the consolidated financial statements referred to above present fairly
the consolidated financial position of Ag-MET, INC. and subsidiaries at March 31, 1978 and 1977, and
the consolidated results of their operations and the changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis.
June 9, 1978, June 30, 1978 as to Notes 7 and 16
Report of Independent Accountants
To the Shareholders and Trustees
Builders Investment Group
We have examined the consolidated balance sheets of Builders Investment Group as of Sep
tember 30, 1977 and 1976, and the related consolidated statements of operations and of changes in
financial position for the years then ended. Our examinations were made in accordance with generally
accepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
As discussed in Note 5, the Trust may not have sufficient funds provided by operations to meet
principal and interest payments due on borrowings, operating expenses and investment funding
requirements and, therefore, continuation of the Trust as a going concern is dependent upon the
realization of cash through asset swaps with the Trust’s creditors, the sale of condominiums and other
investments and improved operations of income producing properties and/or the approval from cred
itors for the deferral of interest and principal payments due on June 29, 1978 and subsequent thereto.
The accompanying financial statements have been prepared on the basis of accounting principles
applicable to a going concern. Accordingly, they do not purport to give effect to adjustments, if any,
that may be necessary should the Trust be unable to continue as a going concern and, therefore, be
required to realize its assets and liquidate its liabilities, contingent obligations (including contingent
notes payable of $11 million) and commitments in other than the normal course of business and in
amounts different from those in the accompanying financial statements.
As discussed in Notes 2, 3 and 8, the Trust is engaged in a number of legal proceedings regarding
its investments. It is not possible to assess the impact, if any, that these legal proceedings will have on
the accompanying financial statements.
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In our report dated December 1, 1976, our opinion on the 1976 financial statements was qualified
as being subject to the effects, if any, of the ultimate resolution of five lawsuits, against the Trust and
others, purported to be class actions. As discussed in Note 8, on December 8, 1977, following negotia
tions with counsel for the plaintiffs and other defendants, a Stipulation of Settlement covering all such
actions was submitted to the court for approval. The Trust has provided for the estimated costs of this
settlement during the year ended September 30, 1977. Accordingly, our present opinion on the 1976
financial statements as it relates to these lawsuits, as presented herein, is different from that ex
pressed in our previous report.
In our opinion, subject to the effects, if any, on the consolidated financial statements of the
ultimate resolution of the matters discussed in the second and third preceding paragraphs, the con
solidated financial statements examined by us present fairly the financial position of Builders Invest
ment Group at September 30, 1977 and 1976, and the results of their operations and the changes in
their financial position for the years then ended, in conformity with generally accepted accounting
principles consistently applied.
November 21, 1977
Auditors’ Report
To the Shareholders and Board of Directors of
Chris-Craft Industries, Inc.:
We have examined the consolidated balance sheets of Chris-Craft Industries, Inc. (a Delaware
corporation) and subsidiaries as of August 31, 1977 and 1976, and the related consolidated statements
of income, shareholders’ investment and changes in financial position for the years then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances. The financial statements of Piper Aircraft Corporation and Montrose
Chemical Corporation of California, which are accounted for on the equity method, have been
examined by other auditors. Their reports thereon have been furnished to us and our opinion ex
pressed herein, insofar as it relates to amounts included for Piper and Montrose, is based solely on
such reports.
In our auditors’ report dated October 15, 1976, our opinion on the 1976 financial statements was
qualified as being subject to the determination of whether a reduction in the carrying value of the
Company’s investment in Piper Aircraft Corporation was required pending a final resolution of litiga
tion arising out of a contest for control of Piper. As discussed in Note 2, in October 1977, the company
sold its investment in Piper and all litigation between the Company and Bangor Punta was terminated
as a condition of such sale. Accordingly, our present opinion on the 1976 financial statements, as
presented herein, is different from that expressed in our previous report.
The Company’s Boat Division incurred operating losses of $1,607,000 in 1977 and $4,884,000 in
1976. The accompanying balance sheets include intangible assets, representing the excess of the
purchase price of the Division over net tangible assets at date of acquisition, in the amount of
$19,529,000. Management of the Company believes that these intangible assets have not diminished in
value as a result of these losses and that no reduction in the carrying value is required at this time.
However, realization of the Company’s investment in these intangible assets is dependent upon future
profitable operations.
In our opinion, based on our examination and the reports of other auditors, and subject to the
effect of such adjustments to the carrying values of the Boat Division’s intangible assets as may result
from the matter discussed in the preceding paragraph, the accompanying financial statements present
fairly the consolidated financial position of Chris-Craft Industries, Inc. and subsidiaries as of August
31, 1977 and 1976, and the results of their operations and the changes in their financial position for the
years then ended, in conformity with generally accepted accounting principles consistently applied
during the periods.
October 19, 1977
Reports of Independent Accountants
To the Board of Directors and Stockholders
Cook Industries, Inc.
We have examined the consolidated financial statements of Cook Industries, Inc. and consoli
dated subsidiaries for the years ended May 31, 1978 and 1977, listed in the accompanying index on
page 21. Our examinations were made in accordance with generally accepted auditing standards and
accordingly included such tests of the accounting records and such other auditing procedures as we
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considered necessary in the circumstances. We did not examine the consolidated financial statements
of Cook Treadwell & Harry, Inc., a 99.4 percent owned subsidiary, which statements reflect total
assets constituting 8 percent and 3 percent of the consolidated totals for 1978 and 1977 and total
income (continuing operations) constituting 20 percent and 21 percent of the consolidated totals for
1978 and 1977, respectively. These statements were examined by other independent accountants
whose report thereon (which is qualified as stated therein on page 23) has been furnished to us, and
our opinion expressed herein, insofar as it relates to the amounts included for Cook.Treadwell &
Harry, Inc., is based solely upon the report of the other independent accountants.
In our report dated August 25, 1977, our opinion on the May 31, 1977 financial statements was
qualified as being subject to the effects on the May 31, 1977 financial statements of such adjustments,
if any, as might have been required had the outcome of two litigation matters been known. As
explained in Note 13, the litigation concerning one of the matters (the “Indian suit”) was settled as of
February 16, 1978. Accordingly, our present opinion on the consolidated financial statements for the
year ended May 31, 1977 is no longer qualified for the outcome of the “Indian suit.” However, the
remaining litigation matter (the “U.S. suit”) is continuing and the ultimate outcome cannot presently
be determined.
As described in Note 3, during the year ended May 31, 1978 the Company discontinued the
operations of its Agri-Products Group and Riverside Chemical Company. Accordingly, the consoli
dated financial statements for the year ended May 31, 1977 have been reclassified from amounts
previously reported to present these operations as discontinued.
In connection with the discontinuance of the Agri-Products Group described in Note 3, the
Company has recorded a provision for estimated future costs and expenses of such discontinuance.
The ultimate effect on financial position and results of operations from discontinuance of these ac
tivities is dependent on a number of future events and factors, the outcome of which cannot be
determined at this time. Also, as discussed in Note 13, the Company is now defendant in several
additional lawsuits (the “Galveston suits”), the ultimate outcome of which cannot presently be deter
mined.
In our opinion, based upon our examinations and the report of other independent accountants,
subject to the effects on the May 31, 1978 financial statements of such adjustments, if any, as might
have been required had the outcome of the uncertainties referred to in the preceding paragraph been
known and subject to the effects on the May 31, 1978 and 1977 financial statements of such adjust
ments, if any, as might have been required had the outcome of the “U.S. suit” referred to in the third
preceding paragraph been known, the consolidated financial statements listed in the accompanying
index on page 21 present fairly the consolidated financial position of Cook Industries, Inc. and consoli
dated subsidiaries at May 31, 1978 and 1977, the results of their operations and the changes in their
financial position for the years then ended, in conformity with generally accepted accounting princi
ples applied on a consistent basis after the reclassifications for discontinued operations, with which we
concur, referred to in the second preceding paragraph.
August 25, 1978
Report of Certified Public Accountants
Board of Directors and Shareholders
Cosco, Inc.
We have examined the accompanying consolidated statement of financial position of Cosco, Inc. at
December 31, 1977 and 1976, and the related consolidated statement of operations and retained
earnings and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our report dated February 28, 1977, issued in respect of the year ended December 31, 1976,
our opinion was qualified in part because of an uncertainty relating to the ultimate loss that would be
incurred in the disposition of the Company’s Sunlighting business. As discussed in Note 2, under
“Retail lamp”, the uncertainty relating to this matter was substantially reduced in 1977. Accordingly,
our present opinion on the 1976 financial statements as presented herein, does not include the qualifi
cation.
In our report dated February 28, 1977, issued in respect of the year ended December 31, 1976,
our opinion was qualified in part because of uncertainties relating to the ultimate amount of losses,
costs and expenses relating to the planned disposition of a building and certain other assets and the
relocation of the operations of one of the Company’s subsidiaries. As discussed in Note 4(B), the
subsidiary was sold in 1977, and the building formerly occupied by the subsidiary and certain other
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assets are to be sold. The loss on the sale of the subsidiary has been reflected in the 1977 consolidated
statement of operations, and an additional provision has been made for expected losses, costs and
expenses related to the building and certain other assets not sold with the business. The ultimate
amount of such losses, costs and expenses is dependent upon future events, the outcome of which
cannot be determined at this time, but any adjustment required will not materially affect the Com
pany’s consolidated financial position. Inasmuch as some of the uncertainties existing at December 31,
1976, have been resolved without a material effect on the Company’s consolidated financial position
and the resolution of the remaining uncertainty will not have a material effect, our opinion on the
consolidated statement of financial position at December 31, 1976, as presented herein, does not
include the qualification.
In our opinion, the accompanying consolidated statement of financial position presents fairly the
consolidated financial position of Cosco, Inc. at December 31, 1977 and 1976, and subject to such
adjustments, if any, that may result from the ultimate determination of the amount of losses, costs and
expenses discussed in the preceding paragraph, presents fairly the consolidated results of operations
and changes in financial position for the years ended December 31, 1977 and 1976, in conformity with
generally accepted accounting principles applied on a consistent basis during the period.
February 22, 1978
Accountants’ Report
To the Stockholders and Board of Directors
The Dreyfus Corporation
New York, N.Y.
We have examined the consolidated balance sheets of The Dreyfus Corporation and subsidiary
companies as at December 31, 1977 and 1976, and the related consolidated statements of income,
capital surplus, retained earnings and changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
As set forth in Notes I(1) and I(2), during 1977 and 1976 the Corporation became a defendant in
certain lawsuits, the ultimate outcome of which cannot be determined.
In our report dated February 22, 1977, our opinion on the 1976 financial statements was qualified
as being subject to the effect on the 1976 financial statements of such adjustments, if any, as might
have been required had the outcome of certain litigation been known. As explained in Note I(4), the
major claims in a lawsuit were settled in May 1977 at no material cost to the Corporation. Accordingly,
with respect to the litigation described in Note I(4), our present opinion on the 1976 financial state
ments, as presented herein, is different from that expressed in our previous report in that our present
opinion is not qualified with respect to such litigation.
In our opinion, subject to the effects on the 1977 and 1976 financial statements of such adjust
ments, if any, as might have been required had the outcome of the uncertainties referred to in the
second paragraph above been known, the aforementioned financial statements present fairly the
consolidated financial position of The Dreyfus Corporation and subsidiary companies at December 31,
1977 and 1976, and the consolidated results of their operations and consolidated changes in their
financial position for the years then ended, in conformity with generally accepted accounting princi
ples applied on a consistent basis.
March 2, 1978
Report of Independent Accountants
To the Board of Directors and Stockholders of
Fibreboard Corporation
We have examined the balance sheets of Fibreboard Corporation as of December 31, 1977 and
1976, and the related statements of income or loss, of stockholders’ equity and of changes in financial
position for the years then ended. Our examinations were made in accordance with generally accepted
auditing standards and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
As explained in Note 9 to the financial statements, civil actions have been filed against Fibreboard alleging violation of the antitrust laws in connection with pricing practices in the folding
carton and corrugated container industries. These actions seek treble damages in amounts yet to be
determined. It is not currently possible to determine the ultimate liability, if any, which the Company
may incur by reason of the matters involved in these proceedings. Accordingly, no provision for any
liability that may result has been made in the financial statements.
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In 1976, the Company discontinued the operations of its Carton Group. At December 31, 1976
management recorded a provision for loss estimated to be incurred, but it was not possible to deter
mine the ultimate amount of loss nor the effect on working capital under the plan of disposal. In our
report dated March 1, 1977, our opinion on the 1976 financial statements was qualified as being subject
to the effects on the 1976 financial statements of such adjustments, if any, as might have been required
had the final outcome of the plan been known. As explained in Note 4 to the financial statements, this
plan of disposal was completed in 1977 and the Company has credited $3,721,000 to 1977 income,
representing the excess of the provision for estimated loss on disposal over the actual loss incurred, as
required by generally accepted accounting principles. Accordingly, our present opinion on the 1976
financial statements, as presented herein, is no longer qualified with respect to the 1976 plan of
disposal.
In our opinion, subject to the effects on the 1977 and 1976 financial statements of such adjust
ments, if any, as might have been required had the outcome of the civil actions referred to in the
second paragraph above been known, the financial statements examined by us present fairly the
financial position of Fibreboard Corporation at December 31, 1977 and 1976, and the results of its
operations and the changes in its financial position for the years then ended, in conformity with
generally accepted accounting principles consistently applied.
January 31, 1978
Report of Independent Certified Public Accountants
The Board of Directors and Shareholders
Food Fair, Inc.
We have examined the consolidated balance sheet of Food Fair, Inc. and Subsidiaries as at July
30, 1977 and July 31, 1976 and the related consolidated statements of income, shareholders’ equity and
changes in financial position for the fifty-two week periods then ended. Our examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
As more fully discussed in Note 4, during 1977 the Company became involved in certain matters
whose outcome is not susceptible to reasonable estimation. These matters consist of a legal action to
recover workmen’s compensation, automobile and general liability claims of $5,289,000 in excess of the
deductible amount provided in the related insurance policies; the election of the Company to selfinsure individual claims of $100,000 or less for the risks described above; and an action which alleges
violations of certain sections of the Federal Securities Laws and common law principles.
As described in Note 4, the Federal income tax returns of the Company and certain subsidiaries
have been examined by Internal Revenue Service for the fiscal years 1964 through 1968. The Service
has proposed adjustments which would result in additional taxes of approximately $6,200,000 exclu
sive of interest. Since the material issues are being litigated, it is not presently possible to estimate
the ultimate outcome of the tax controversies.
In our opinion, subject to the effects of such adjustments, if any, as might have been required had
the outcome of the uncertainties referred to in the second and third above paragraphs, with respect to
the 1977 financial statements, and the third above paragraph, with respect to the 1977 and 1976
financial statements, been known, the financial statements described above present fairly the consoli
dated financial position of Food Fair, Inc. and Subsidiaries at July 30, 1977 and July 31, 1976 and the
consolidated results of their operations and changes in their financial position for the fifty-two week
periods then ended, in conformity with generally accepted accounting principles applied on a consis
tent basis, other than for the changes, with which we concur, in the accounting methods described in
Note 2 to the consolidated financial statements.
October 28, 1977
Accountants’ Report
The Board of Directors
Gateway Sporting Goods Company:
We have examined the consolidated balance sheets of Gateway Sporting Goods Company and
subsidiaries as of February 28, 1978 and 1977 and the related consolidated statements of operations,
stockholders’ equity and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. We did not examine the financial statements of American Drapery & Carpet Co., Inc., a
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consolidated subsidiary, which statements reflect total assets constituting 5.8% and 7.5% and net sales
constituting 10.5% and 11.9% in 1978 and 1977, respectively, of the related consolidated totals. These
statements were examined by other auditors whose report thereon has been furnished to us and our
opinion expressed herein, insofar as it relates to the amounts included for American Drapery & Carpet
Co., Inc., is based solely upon the report of the other auditors.
In our report dated June 10, 1977, our opinion on the February 28, 1977 consolidated financial
statements was qualified, in part, with respect to the resolution of contingent liabilities relating to
continuing guarantees of indebtedness of discontinued operations. As explained in note 5 (d), the
Company has been released from certain of these guarantees, and provision has been made in the
February 28, 1978 consolidated financial statements for estimated liabilities arising from the remain
ing guarantees. Accordingly, our present opinion on the February 28, 1977 consolidated financial
statements, as presented herein, is different from that expressed in our previous report.
As explained in notes 14 and 16, the Company has contingent liabilities relating to termination of
the Gateway Sporting Goods Company Pension Plan and pending litigation. The ultimate resolution of
these contingencies cannot presently be determined, and no provision has been made in the February
28, 1978 and 1977 consolidated financial statements for any liabilities that may result. As explained in
note 19, the Company has a contingent liability relating to a proposed acquisition. The ultimate
resolution of this contingency cannot presently be determined, and no provision has been made in the
February 28, 1978 consolidated financial statements for any liability that may result.
In our opinion, based upon our examinations and the report of other auditors and subject to the
effects, if any, on the February 28, 1977 consolidated financial statements of the ultimate resolution of
the matters discussed in the first sentence of the preceding paragraph and subject to the effects, if any,
on the February 28, 1978 consolidated financial statements of the ultimate resolution of all of the
matters discussed in the preceding paragraph, the aforementioned consolidated financial statements
present fairly the financial position of Gateway Sporting Goods Company and subsidiaries at February
28, 1978 and 1977 and the results of their operations and the changes in their financial position for the
years then ended, in conformity with generally accepted accounting principles applied on a consistent
basis.
May 31, 1978
Auditors’ Report
Board of Directors
King Optical Corporation
We have examined the consolidated balance sheets of King Optical Corporation and Subsidiaries
as of December 31, 1977 and 1976, and the related consolidated statements of operations, changes in
stockholders’ equity and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures as we considered necessary in the
circumstances, except as stated in the following paragraph.
As discussed in Note J, the Company has significant transactions with affiliated entities. We are
unable to determine what the difference in these costs would be should the Company find it necessary
to enter into similar transactions with outsiders or provide certain of the items themselves.
The Company is currently involved in various litigation as described in Note H, the final outcome
of certain of the matters is not determinable.
As discussed in Note G, subsequent to the date of our report on the 1976 consolidated financial
statements, federal and state tax returns of the Company and its subsidiaries were examined for the
years 1972 through 1976 and certain deficiencies for those years were assessed. The Company is
contesting these proposed deficiencies and estimates that its maximum potential exposure approxi
mates $200,000 in excess of amounts previously provided. In our report dated March 31, 1977, our
opinion on the 1976 consolidated financial statements was qualified as to the effects of the matters
described in the preceding two paragraphs; in view of the matter referred to above, our present
opinion on the 1976 consolidated financial statements as presented herein is different from that
expressed in our previous report.
In our opinion, except for the effects, if any, of the matter referred to in the second paragraph and
subject to the effects, if any, of the matters referred to in the third and fourth paragraphs, the
consolidated financial statements referred to above present fairly the consolidated financial position of
King Optical Corporation and Subsidiaries at December 31, 1977 and 1976, and the consolidated
results of their operations and changes in their financial position for the years then ended, in con
formity with generally accepted accounting principles applied on a consistent basis.
March 10, 1978
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Report of Independent Auditors
Board of Directors
McLouth Steel Corporation
Detroit, Michigan
We have examined the consolidated balance sheets of McLouth Steel Corporation and sub
sidiaries as of December 31, 1977 and 1976, and the related consolidated statements of operations,
stockholders’ equity and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
In our report dated February 17, 1977, our opinion on the 1976 consolidated financial statements
was qualified as being subject to the effects, if any, of the ultimate disposition of a dispute over the
price of certain raw materials acquired from a vendor. As explained in Note J, the price dispute was
resolved on May 4, 1977, incident to the Corporation’s acquisition of a portion of the vendor’s business.
Accordingly, our qualification on this matter has been removed.
As described in Note M to the consolidated financial statements, the Corporation is involved in a
dispute over certain provisions of a long-term coke requirements contract with an affiliate. The
dispute is currently in litigation and the outcome thereof is uncertain.
In our opinion, subject to the effects, if any, of the ultimate disposition of the matter referred to in
the preceding paragraph, the financial statements referred to above present fairly the consolidated
financial position of McLouth Steel Corporation and subsidiaries at December 31, 1977 and 1976, and
the consolidated results of their operations and changes in their financial position for the years then
ended, in conformity with generally accepted accounting principles applied on a consistent basis.
February 27, 1978 (March 15, 1978 as to matters discussed in Note N)
Auditors' Report
To the Shareholders and Board of Directors
Pennzoil Company:
We have examined the consolidated balance sheet of Pennzoil Company (a Delaware corporation)
and subsidiaries as of December 31, 1977 and 1976, and the related statements of consolidated income,
shareholders’ equity and changes in financial position for the years then ended (reclassified as dis
cussed in Note 1 to the financial statements). Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
Our report dated February 24, 1977 on the 1976 consolidated financial statements was qualified
subject to the effect of the final resolution of antitrust litigation relating to production, pricing, and
imports of potash. As explained in Note 10, this matter was resolved in 1977 without material financial
statement effect. Accordingly, we do not now qualify our opinion on the 1976 consolidated financial
statements with respect to the potash litigation.
As discussed in Notes 9 and 10, Pennzoil Company and its subsidiaries are involved in litigation in
connection with curtailments of natural gas deliveries by a former affiliate and the rights of parties to
water within the area where Duval Corporation has mining properties. Pennzoil Producing Company
has pending certain regulatory matters regarding natural gas sales. The ultimate outcome of these
matters is not presently determinable.
In our opinion, subject to the effect on the financial statements of the final resolution of the
matters discussed in the preceding paragraph, the accompanying financial statements referred to
above present fairly the financial position of Pennzoil Company and subsidiaries as of December 31,
1977 and 1976, and the results of their operations and changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis
during the periods.
February 15, 1978
Auditor’s Opinion
Piedmont Natural Gas Company, Inc.:
We have examined the balance sheets of Piedmont Natural Gas Company, Inc. as of December
31, 1977 and 1976 and the related statements of income, retained earnings, and changes in financial
position for the years then ended. Our examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
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As originally issued, our opinion dated March 8, 1977 was qualified as being subject to the
resolution of an appeal to the North Carolina Court of Appeals of the September 22, 1976 order of the
North Carolina Utilities Commission requiring the refunding of certain revenues collected under its
curtailment tracking adjustment orders effective January 1 , 1975. As explained in Note 10(d) to Notes
to Financial Statements, that matter has been resolved. Accordingly, our present opinion on the
financial statements, as presented herein, is different from that previously expressed.
As explained in Note 10(c) to Notes to Financial Statements, the Attorney General of North
Carolina has appealed certain North Carolina Utilities Commission orders which authorized the Com
pany to increase its rates to recover 75% of costs, less related revenues, incurred in connection with
the Company’s participation in Commission-approved exploration and drilling programs. The outcome
of this matter presently cannot be determined.
In our opinion, subject to the effects, if any, of the ultimate resolution of the matter referred to in
the preceding paragraph, the above mentioned financial statements present fairly the financial posi
tion of the Company at December 3 1 , 1977 and 1976 and the results of its operations and the changes in
its financial position for the years then ended, in conformity with generally accepted accounting
principles applied on a consistent basis.
March 7, 1978
Auditors’ Opinion
To the Shareholders and Board of Directors of
San Diego Gas & Electric Company:
We have examined the financial statements of San Diego Gas & Electric Company (pages 21 to 29)
as of December 31, 1977 and 1976. Our examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
In our report dated February 15, 1977, our opinion on the 1976 financial statements was qualified
as being subject to the ultimate resolution of the Company’s request for rate relief from the CPUC to
amortize deferred charges of $8.9 million relating to the cancellation of certain power projects. As
explained in Note 6, the CPUC has authorized new electric rates which permit the Company to realize
substantially all of these deferred charges over a five-year period. Accordingly, our present opinion,
as presented herein, is no longer qualified with respect to this matter.
As more fully described in Note 10, the Company estimates that it had incurred expenditures and
commitments of approximately $86 million (including $24 million for land and fuel costs) as of January
31, 1978, relating to the Sundesert project, the continuation of which project is presently uncertain. In
the event the project is terminated, to the extent not otherwise recoverable, the Company would seek
rate relief for such costs. There can be no assurances that such costs will be recoverable in rates;
accordingly, the ultimate effect of this m atter on the financial position and the results of operations of
the Company is not presently determinable. In our report dated February 15, 1977, our opinion on the
1976 financial statements was qualified only for the matter discussed in the preceding paragraph; in
view of the uncertainty described in Note 10, however, our present opinion on the 1976 financial
statements, as presented herein, is qualified with respect to this uncertainty.
In our opinion, subject to the effects, if any, of the ultimate resolution of the matter discussed in
the preceding paragraph, such financial statements present fairly the financial position of the Com
pany at December 31, 1977 and 1976, and the results of its operations and changes in its financial
position for the years then ended, in conformity with generally accepted accounting principles applied
on a consistent basis.
February 13, 1978
Report of Independent Accountants
To the Trustees and Shareholders of
B. F. Saul Real Estate Investment Trust
We have examined the balance sheets of B. F. Saul Real Estate Investment Trust as of Sep
tember 30, 1977 and 1976, and the related statements of operations, shareholders’ equity and changes
in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our report dated December 23, 1976, our opinion on the fiscal 1976 financial statements was
qualified with respect to the allowance for possible losses because of uncertainties. Many of the
uncertainties with respect thereto have been resolved during the current year; accordingly, our
opinion on the fiscal 1976 financial statements, as presented herein, is no longer qualified with respect
to this matter.
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The Trust's ability to continue operations in the ordinary course of business is dependent upon the
continued availability of adequate financing and, ultimately, the achievement of a satisfactory return
on its investments.
In our opinion, subject to the effects, if any, of the outcome of the matters discussed in the
preceding paragraph, the financial statements referred to above present fairly the financial position of
B. F. Saul Real Estate Investment Trust as of September 30, 1977 and 1976, and the results of its
operations and the changes in its financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis.
December 8, 1977
Report of Independent Accountants
To the Shareholders and Board of Directors of
Tipperary Corporation
We have examined the consolidated balance sheet of Tipperary Corporation and its subsidiaries
as of September 30, 1977 and 1976 and the related consolidated statements of income and retained
earnings and of changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our report dated November 22, 1976, our opinion on the 1976 financial statements was qualified
as being subject to the effects on the 1976 financial statements of such adjustments, if any, as might
have been required had the outcome of certain litigation been known. As explained in Note 8, a portion
of the litigation was settled in March 1977 resulting in additional revenues being recognized in 1977.
Accordingly, with respect to the settled litigation, our present opinion on the 1976 financial state
ments, as presented herein, is no longer qualified as to this matter.
As also discussed in Note 8, the company is involved in a lawsuit in which the company is claiming
additional amounts due under a certain contract. The final outcome of this matter is not presently
determinable and no recognition has been made in the financial statements for the effect, if any, that
may result from final settlement of the claim.
As discussed in Note 7, the company decided on November 29, 1977 to discontinue its ammonia
operations. A provision for estimated and known losses and expenses relating to the discontinuance of
the ammonia operations is included in the 1977 financial statements. The eventual effect on financial
position and results of operations from termination and discontinuance is dependent on a number of
future events and factors including the ultimate proceeds which might be realized if the facilities are
sold rather than salvaged. The outcome of these future events and factors cannot be determined with
certainty at this time.
In our opinion, subject to the effects on the 1977 financial statements of such adjustments, if any,
as might have been required had the outcome of the uncertainty referred to in the preceding para
graph been known, and subject to the effects on the 1977 and 1976 financial statements of such
adjustments, if any, as might have been required had the outcome of the uncertainty referred to in the
second preceding paragraph been known, the consolidated financial statements examined by us pre
sent fairly the financial position of Tipperary Corporation and its subsidiaries at September 30, 1977
and 1976 and the results of their operations and the changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles consistently applied.
November 30, 1977 (except for the fourth paragraph of Note 3 as to which the date is December 23,
1977)
Report of Independent Accountants
To the Board of Directors and Shareholders of
B. B. Walker Company
We have examined the consolidated balance sheets of B. B. Walker Company and its subsidiaries
as of October 29, 1977 and October 30, 1976, and the related consolidated statements of income and
retained earnings and of changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
Our opinion dated December 17, 1976, on the 1976 consolidated financial statements was qualified
subject to the effect of the outcome of certain adjustments proposed by the Internal Revenue Service
to the Company’s federal income tax returns. As described in Note 8, the matter was resolved in 1977
and the effects have been reflected in the 1977 financial statements in accordance with generally
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accepted accounting principles. Accordingly, our opinion on the 1976 financial statements is no longer
qualified with respect to this matter.
A subsidiary company is seeking a monetary judgment in a lawsuit against a former supplier, as
described in Note 11. The ultimate outcome of this lawsuit cannot presently be determined, and any
asset that may result has not been recognized in the 1977 or 1976 financial statements.
In our opinion, subject to the effects of adjustments, if any, as might have been required had the
ultimate resolution of the matter referred to in the preceding paragraph been known, the consolidated
financial statements examined by us present fairly the financial position of B. B. Walker Company and
its subsidiaries at October 29, 1977 and October 30, 1976, and the results of their operations and the
changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles consistently applied.
December 21, 1977

“SUBJECT TO” OPINION CHANGED TO UNMODIFIED OPINION
Report of Independent Auditors
To the Board of Directors
Acme-Cleveland Corporation
Cleveland, Ohio
We have examined the consolidated balance sheet of Acme-Cleveland Corporation and sub
sidiaries as of September 30, 1977 and 1976, and the related consolidated statements of earnings,
retained earnings, and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
In our report dated November 3 0 , 1976, our opinion on the 1976 financial statements was qualified
as being subject to the effects of the disposition of the Corporation’s Italian subsidiary. As explained in
Note B, the cost of disposition of the subsidiary has been charged to operations in the current year as
required by generally accepted accounting principles. Accordingly, our present opinion on the 1976
financial statements, as presented herein, is different from that expressed in our previous report.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Acme-Cleveland Corporation and subsidiaries at September 30, 1977 and 1976, and the
consolidated results of their operations and changes in their financial position for the years then
ended, in conformity with generally accepted accounting principles applied on a consistent basis.
November 21, 1977
Report of Independent Certified Public Accountants
To the Shareholders and Board of Directors of
American Capital Corporation
We have examined the consolidated financial statements of American Capital Corporation and its
subsidiaries and the financial statements of American Capital Corporation (Registrant) for the years
ended August 31, 1977 and 1976 listed in the accompanying index. Our examinations were made in
accordance with generally accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our report dated November 23, 1976, our opinion on the 1976 financial statements was qualified
as being subject to the effects on the 1976 financial statements of such adjustments, if any, as might
have been required had the outcome of negotiations with a lender to obtain a release from obligations
relating to one of its projects which was the subject of a foreclosure action and to refinance another
loan which was past due, had been known. As explained in Note D and Note P, 1., the negotiations
were finalized in March 1977 with no significant effect on the financial statements. Accordingly, our
present opinion on the 1976 financial statements, as presented herein, is not qualified.
In our opinion, the financial statements listed in the accompanying index present fairly the
financial position of American Capital Corporation and its subsidiaries and of American Capital Corpo
ration (Registrant) at August 31, 1977 and 1976, the results of their operations and the changes in
their financial position for the years then ended, in conformity with generally accepted accounting
principles consistently applied.
November 19, 1977
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Report of Independent Auditors
To the Shareholders and Board of Directors
Becton, Dickinson and Company
We have examined the consolidated financial statements of Becton, Dickinson and Company and
subsidiaries for the years ended September 30, 1977 and 1976. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our report dated November 8, 1976, our opinion on the 1976 financial statements was qualified
subject to the ultimate outcome of claims for damages relating to alleged negligence at a Puerto Rican
plant. As explained in Note K, an agreement to settle these claims was reached in October, 1977.
Accordingly, our opinion is no longer qualified.
In our opinion, the accompanying balance sheet and statements of income and retained earnings
and changes in financial position present fairly the consolidated financial position of Becton, Dickinson
and Company and subsidiaries at September 30, 1977 and 1976, and the consolidated results of their
operations and changes in financial position for the years then ended, in conformity with generally
accepted accounting principles applied on a consistent basis.
November 15, 1977
Report of Certified Public Accountants
Directors and Shareholders
Caesars World, Inc.
We have examined the consolidated balance sheet of Caesars World, Inc. and subsidiaries as of
July 31, 1977 and 1976, and the related consolidated statements of operations, shareholders’ equity
and changes in financial position for the years then ended. Our examination was made in accordance
with generally accepted auditing standards, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
As discussed in Note 17, since September 1975, the Securities and Exchange Commission has
been investigating the adequacy of disclosures and other matters in connection with certain transac
tions. In our report dated October 1, 1976 (except as to certain notes which were as of October 25,
1976), our opinion on the July 31, 1976 financial statements was qualified as being subject to the
effects, if any, on such financial statements of the ultimate resolution of this matter. Since that date,
the Company’s Board of Directors has received a report from special counsel, engaged at the request
of the Board’s Audit Committee to investigate the questioned transactions entered into by the Com
pany. Based on this report, and on their own knowledge of the transactions, the Audit Committee has
concluded that the description of the transactions contained in Note 17 is accurate and that the
outcome of the Securities and Exchange Commission investigation will have no material adverse effect
upon the Company’s financial condition. Also, after considering the report of special counsel, corpo
rate counsel and general counsel have reaffirmed their opinions that the transactions were adequately
disclosed and that the Company has committed no violations of Federal Securities Laws in connection
therewith. In view of the foregoing, and inasmuch as no information has come to our attention which
would cause us to conclude that the aforementioned matters would have a material adverse effect on
the accompanying financial statements, our present unqualified opinion on the July 31, 1976 financial
statements as presented herein, is different from that expressed in our previous report.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Caesars World, Inc. and subsidiaries as of July 31, 1977 and 1976, and the consolidated
results of their operations and the changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis.
October 17, 1977
Report of Independent Accountants
To the Shareholders and
Board of Directors of
E ltra Corporation
We have examined the consolidated balance sheets of Eltra Corporation and its consolidated
subsidiaries as of September 30, 1977 and 1976, and the related consolidated statements of income,
shareholders’ equity and of changes in financial position for the years then ended. Our examinations of
these statements were made in accordance with generally accepted auditing standards and accord
ingly included such tests of the accounting records and such other auditing procedures as we consid
ered necessary in the circumstances.
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In our report dated November 24, 1976, our opinion on the consolidated financial statements for
the year ended September 30, 1976 was qualified as being subject to the effects, if any, of the
shareholder litigation relating to the merger of The Electric Auto-Lite Company and Mergenthaler
Linotype Company. As explained in Note 5, the litigation has proceeded to the stage where there
should be no material effect on the consolidated financial statements. Accordingly, our opinion on the
consolidated financial statements for the year ended September 30, 1976, as set forth below, is
different from that expressed in our previous report.
In our opinion the consolidated financial statements examined by us present fairly the financial
position of Eltra Corporation and its subsidiaries at September 30, 1977 and 1976, and the results of
their operations and the changes in their financial position for the years then ended in conformity with
generally accepted accounting principles consistently applied.
December 12, 1977
Auditors’ Report
Stockholders
Frisch’s Restaurants, Inc.
We have examined the consolidated balance sheets of Frisch’s Restaurants, Inc. (an Ohio corpo
ration) and subsidiaries as of May 28, 1978 and May 29, 1977, and the related consolidated statements
of earnings, stockholders’ equity, and changes in financial position for the years then ended. Our
examinations were made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our report dated July 26, 1977 (except for Note C, as to which the date is August 2, 1977) our
opinion was qualified because of matters discussed in Note C (Note D in the 1978 financial statements)
pertaining to a then uncompleted examination of the Company’s Federal income tax returns for the
years 1973 through 1975. On April 28, 1978, a report was issued by the examining agent which raised
the issues and included the approximate amounts of tax and penalties the Company had believed
would be proposed. During the year, the Board of Directors studied the issues, particularly those
involving use of the Company farm by its President for horse breeding and boarding operations. With
the assistance of a qualified independent appraiser the Board has determined that such charges as
have been made to the President and collected from him, are substantially all that is owed. Also, the
President has agreed that he will reimburse the Company for any taxes and penalties and interest that
the Company is required to pay, which it would not have been required to pay if the horse operations
had not been carried on at the farm. Moreover, special tax counsel retained by the Company is of the
opinion that the Company has good defenses to all of the proposed adjustments.
In view of the foregoing and inasmuch as no information has come to our attention which would
cause us to conclude that the aforementioned matters would have a material adverse effect on the
accompanying financial statements, our present unqualified opinion on the May 29, 1977, financial
statements, as presented herein, is different from that expressed in our previous report.
In our opinion, the financial statements referred to above present fairly the financial position of
Frisch’s Restaurants, Inc. and subsidiaries as of May 28, 1978 and May 29, 1977, and the results of
their operations and changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis, after restatement for the
change, with which we concur, in the method of accounting for leases as described in Notes A and C to
the financial statements.
July 20, 1978
Report of Independent Certified Public Accountants
Board of Directors and Shareholders
General Health Services, Inc.
We have examined the consolidated balance sheet of General Health Services, Inc. and Sub
sidiaries at August 31, 1977 and 1976 and the related statements of income, shareholders’ equity and
changes in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards, and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our report dated October 2 9 , 1976, our opinion on the 1976 financial statements was qualified as
being subject to the effects, if any, on the 1976 financial statements of the following:
1. The outcome of two material lawsuits,
2. The amount of additional possible loss upon disposition of or additional delay in the opening of a
hospital constructed but not opened,
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3.
The uncertainty as to the continuing value of goodwill associated with one of the Company’s
hospitals.
As explained in Note 9, the two lawsuits were disposed of in October 1977. As further described
in Note 9, the Company signed a series of agreements in October 1977, which provided a basis for
determining the amount of additional loss on the facility which has not yet been opened, and accord
ingly the Company recorded a provision for loss of $3,600,000 as of August 31, 1977. With respect to
Item 3, above, the operations of the hospital have improved to the point where there is no longer a
significant uncertainty as to the carrying value of the goodwill associated with the hospital. For the
reasons stated in this paragraph, our present opinion on the 1976 financial statements, as presented
herein, is different from that expressed in our previous report.
In our opinion, the financial statements referred to above present fairly the financial position of
General Health Services, Inc. and Subsidaries at August 31, 1977 and 1976 and the results of their
operations and changes in their financial position for the years then ended, in conformity with gener
ally accepted accounting principles applied on a consistent basis.
October 28, 1977
Report of Independent Accountants
To the Shareholders and Trustees of
Hanover Square Realty Investors
We have examined the balance sheets of Hanover Square Realty Investors as of August 31, 1977
and 1976, and the related statements of operations, changes in shareholders’ equity and changes in
financial position for the fiscal years then ended. Our examinations were made in accordance with
generally accepted auditing standards and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our report dated November 11, 1976, our opinion on the 1976 financial statements was qualified
as being subject to the effect, if any, on the 1976 financial statements of the ultimate outcome of a
foreclosure action brought by the Trust in which significant claims were made against the property
and the Trust. As explained in Note 8 the litigation was settled during 1977. The Trust acquired the
contractors’ liens for $456,000 and settled all claims of the owner of the property for $225,000. These
amounts have been added to the real estate investment account and the Trust has allocated a portion
of the allowance for possible losses for this property. Accordingly, our present opinion on the 1976
financial statements, as presented herein, is different from that expressed in our previous report.
As described more fully in Note 9(a) and Note 9(b) to the financial statements, certain uncertain
ties with respect to litigation exist as follows:
1. The Trust is a co-defendant in litigation in which the plaintiff alleges the Trust failed to
perform its obligations under a standby commitment. If the Trust were liable on this com
plaint, it would be obligated to fund its share of the commitment which is approximately
$600,000 in excess of its share of the current net realizable value of the property underlying
this transaction.
2. The Trust is a participant in litigation for the collection of principal and interest on a first
mortgage land loan. The lead lender has brought this litigation against three individuals who
personally guaranteed the loan rather than seek recovery on the property collateralizing the
loan. The Trust’s share of the net realizable value of the property is approximately $733,000
less than its investment.
Although the ultimate outcome is not presently determinable, the Trust believes it will not have a loss
as a result of these matters.
In our opinion, subject to the effects, if any, on the 1977 financial statements of such adjustments
as might have been required had the outcome of the uncertainties referred to in the preceding
paragraph been known, the financial statements examined by us present fairly the financial position of
Hanover Square Realty Investors at August 31, 1977 and 1976, and the results of its operations and
the changes in its financial position for the fiscal years then ended, in conformity with generally
accepted accounting principles consistently applied.
November 11, 1977
Report of Certified Public Accountants
Board of Directors and Stockholders
Intersil, Inc.
We have examined the accompanying consolidated balance sheet of Intersil, Inc. at September
25, 1977 and September 26, 1976 and the related consolidated statements of operations, stockholders’
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equity and changes in financial position for the years then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our report dated October 14, 1976 on the consolidated financial statements for the year ended
September 26, 1976, our opinion was subject to the effect of any adjustment for an extraordinary
credit resulting from an unrecognized tax benefit (see Note 6). On November 9, 1976 Intersil, Inc.
consummated a pooling of interests which resulted in a substantial increase in consolidated working
capital and stockholders’ equity for 1976 and 1977. Further, consolidated net earnings increased
substantially in 1977 compared to 1976. Because of these circumstances we have concluded that it is no
longer necessary to continue the previous qualification of our opinion as to this matter.
In our opinion, the statements mentioned above present fairly the consolidated financial position
of Intersil, Inc. at September 25, 1977 and September 26, 1976 and the consolidated results of
operations and changes in financial position for the years then ended, in conformity with generally
accepted accounting principles applied on a consistent basis during the period.
October 19, 1977
Auditors' Report
To the Directors and Stockholders of
Kennecott Copper Corporation:
We have examined the consolidated balance sheets of Kennecott Copper Corporation and Sub
sidiaries as of December 31, 1977 and 1976 and the related consolidated statements of income, retained
earnings and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our report dated January 31, 1977 (except for the third paragraph of Note 12 as to which the
date was February 18, 1977), our opinion on the 1976 financial statements was qualified as being
subject to the outcome of certain matters: (1) the approval of the Federal Trade Commission for the
Company to divest itself of Peabody Coal Company; and (2) litigation against the Company, litigation
against Peabody and an unasserted claim against Peabody. As explained in Note 3, the Company sold
Peabody on June 3 0 , 1977. As explained in Note 15, the Company believes the outcome of the litigation
against it will not materially affect its financial position and as explained in Note 3, the estimated
settlement of the asserted and potential unasserted claims against Peabody was reflected in the
present value ascribed to the 5% subordinated income notes received by the Company in connection
with the sale of Peabody. Accordingly, our present opinion on the 1976 financial statements, as
presented herein, is different from that expressed in our previous report.
In our opinion, the aforementioned financial statements present fairly the consolidated financial
position of Kennecott Copper Corporation and Subsidiaries at December 31, 1977 and 1976, and the
consolidated results of their operations and changes in financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis.
February 21, 1978

V Auditors' Report
The Board of Directors and Shareholders
Piper Aircraft Corporation
We have examined the accompanying consolidated balance sheets of Piper Aircraft Corporation
at September 30, 1977 and 1976 and the related consolidated statements of income and retained
earnings and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our report dated November 16, 1976, our opinion on the 1976 financial statements was qualified
as being subject to the effects on the 1976 financial statements of such adjustments, if any, as might
have been required had the outcome of uncertainties related to certain products liability claims been
known. To date, no uninsured or unaccrued for payments have been made by the Company for
products liability claims, and as explained in Note 9, management has reviewed outstanding claims
and determined that the possibility of the Company being required to make material uninsured or
unaccrued for payments in the future on account of products liability claims is remote. Accordingly,
our present opinion on the 1976 financial statements, as presented herein, is different from that
expressed in our previous report.
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In our opinion, the financial statements mentioned above present fairly the consolidated financial
position of Piper Aircraft Corporation at September 30, 1977 and 1976 and the consolidated results of
operations and changes in financial position for the years then ended, in conformity with generally
accepted accounting principles applied on a consistent basis.
November 4, 1977
Report of Independent Public Accountants
To the Shareholders and Trustees of
Security Mortgage Investors:
We have examined the statement of financial condition of Security Mortgage Investors (SMI) (a
Massachusetts business trust) as of September 30, 1977 and 1976, and the related statements of
operations, shareholders’ equity and changes in financial condition for the years then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our report dated December 15, 1976, our opinion on the 1976 financial statements was qualified
because of uncertainty with respect to the amounts and timing of SMI’s ultimate realization of its
commercial portfolio and its home mortgage portfolio serviced by North American Acceptance Corpo
ration. During 1977, the combined effects of stronger realty markets, the disposition of certain low
and non-earning investments and the improved operating performance of properties acquired by
foreclosure have significantly reduced the degree of uncertainty. Accordingly, our present opinion on
the 1976 financial statements, as presented herein, no longer contains the qualification expressed in
our report for the previous year.
In our opinion, the financial statements referred to above present fairly the financial position of
SMI as of September 30, 1977 and 1976, and the results of its operations and the changes in its
financial position for the years then ended, in conformity with generally accepted accounting princi
ples consistently applied during the periods.
December 12, 1977.
Accountants’ Report
To the Stockholders of
Smithfield Foods, Inc.:
We have examined the consolidated balance sheets of Smithfield Foods, Inc. and subsidiaries as of
January 1, 1978 and January 2, 1977 and the related consolidated statements of income and deficit and
changes in financial position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our report dated February 25, 1977, our opinion on the 1976 consolidated financial statements
was qualified as being subject to the effects of the Internal Revenue Service (IRS) examination of the
Company’s consolidated Federal income tax returns for the years 1971 through 1975. Although the
amount of deficiencies which will ultimately be assessed is still not determinable (see Note 4), sub
sequent events, including the sale of a subsidiary and the escrow of a portion of the proceeds (see Note
2), substantially reduce the uncertainties regarding the potential effect of the IRS examination on the
financial statements. Accordingly, our present opinion on the 1976 consolidated financial statements,
as presented herein, is different from that expressed in our previous report.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Smithfield Foods, Inc. and its subsidiaries as of January 1, 1978 and January 2, 1977 and
the results of their operations and changes in their financial position for the years then ended, in
conformity with generally accepted accounting principles applied on a consistent basis.
March 13, 1978, except as to Note 8 which is March 30, 1978
Report of Independent Accountants
To the Stockholders and Board of Directors of
Treadway Companies, Inc.
We have examined the consolidated balance sheets of Treadway Companies, Inc. and its sub
sidiaries as of August 31, 1977 and 1976, and the related consolidated statements of income and
retained earnings and of changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
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In our report dated October 29, 1976, our opinion on the 1976 financial statements was qualified as
being subject to the effect, if any, on the 1976 financial statements of the ultimate outcome of the
Company’s antitrust action against Brunswick Corporation. As explained in Note 7a, in January, 1977
the U.S. Supreme Court ruled adversely as it related to the Company. Accordingly, our present
opinion on the 1976 financial statements, as presented herein, is different from that expressed in our
previous report.
As described in Note 7b, as of April 1, 1977 the Company acquired significant additional equity
interests in Market Square Corp. and guaranteed three years payments under its mortgage loan
agreement. As a result, the consolidated financial statements include the financial statements and the
Company’s share of the net income of Market Square Corp. from April 1, 1977 to August 31, 1977
amounting to $90,000. Three separate legal actions have been instituted against the Company and its
subsidiaries including a class action seeking to rescind the sale of equity interests of Market Square
Corp. to the Company and claiming substantial damages for certain allegedly improper acts of the
Company. Although management believes the Company will be successful, the ultimate outcome of
these legal actions cannot be determined at this time.
In our opinion, subject to the effects on the 1977 financial statements of such adjustments, if any,
as might have been required had the outcome of the uncertainties referred to in the preceding
paragraph been known, the consolidated financial statements examined by us present fairly the
financial position of Treadway Companies, Inc. and its subsidiaries at August 31, 1977 and 1976, and
the results of their operations and the changes in their financial position for the years then ended,
in conformity with generally accepted accounting principles consistently applied.
October 27, 1977
Report of Independent Accountants
To the Shareholders and Directors
Ward Foods, Inc.:
We have examined the consolidated balance sheets of Ward Foods, Inc. and its subsidiaries as of
December 31, 1977 and December 25, 1976 and the related consolidated statements of operations,
changes in shareholders’ equity and changes in financial position for the fiscal years then ended. Our
examinations were made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our report dated March 23, 1977, our opinion on the 1976 consolidated financial statements was
qualified as being subject to the effect of future adjustments, if any, related to the divestiture of the
Company’s bakery group. As described in Note 3 to the 1977 consolidated financial statements,
developments during the year have progressed to where the ultimate amount of loss to be incurred in
the divestiture can now be reasonably estimated and the reserves have been adjusted accordingly.
Therefore, our qualification with respect to the 1976 consolidated financial statements is removed.
In our opinion, the consolidated financial statements examined by us present fairly the financial
position of Ward Foods, Inc. and its subsidiaries at December 31, 1977 and December 25, 1976 and the
results of their operations and the changes in their financial position for the fiscal years then ended in
conformity with generally accepted accounting principles consistently applied.
March 21, 1978
Opinion of Independent Certified Public Accountants
The Stockholders of
Weeden Holding Corporation:
We have examined the consolidated balance sheet of Weeden Holding Corporation and sub
sidiaries as of September 30, 1977 and 1976 and the related statements of consolidated profit (loss),
changes in consolidated stockholders’ equity and changes in consolidated financial position for the
years then ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
In our report dated November 18, 1976, our opinion on the 1976 financial statements was qualified
as being subject to the effects of such adjustments, if any, as might have been required had the
outcome of certain litigation of Weeden & Co. been known. As explained in Note 10, it is now the
opinion of management and counsel that Weeden & Co. will be vindicated. Accordingly, our present
opinion on the 1976 financial statements, as presented herein, is different from that expressed in our
previous report.
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In our opinion, the above-mentioned financial statements present fairly the financial position of
the companies at September 30, 1977 and 1976 and the results of their operations and the changes in
their financial position for the years then ended, in conformity with generally accepted accounting
principles applied on a consistent basis.
December 23, 1977

UNMODIFIED OPINION CHANGED TO “SUBJECT TO” OPINION
Auditors’ Report
To the Stockholders of
Baltimore Gas and Electric Company
We have examined the balance sheets of Baltimore Gas and Electric Company as of December 31,
1977 and 1976, and the related statements of income, retained earnings and changes in financial
position for the years then ended. Our examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
As discussed in Note 9 to the financial statements, the Public Service Commission of Maryland on
April 22, 1977, ordered the Company to refund previously collected revenue in the amount of
$31,867,000, plus interest, to its electric customers, resulting from alleged overcollection of fuel rate
adjustment revenues from February 1975 through December 1976. The Company considered the
Commission’s order unlawful and appealed the order in the Circuit Court of Howard County which
stayed the Commission’s order and issued its final order in favor of the Company stating that the
Public Service Commission of Maryland did not have the power to order the refund. The Commission
and People’s Counsel subsequently appealed the Circuit Court’s decision to the Court of Special
Appeals of Maryland and the ultimate outcome is uncertain at this time. In our report dated January
24, 1977, our opinion on the balance sheet at December 31, 1976 and the statements of income,
retained earnings and changes in financial position for the year then ended was unqualified; however,
in view of the possible refund referred to above, our present opinion on the balance sheet at December
31, 1976 and the statements of income, retained earnings and changes in financial position for the year
then ended, as presented herein, is different from that expressed in our previous report.
In our opinion, subject to the effects, if any, on the balance sheets at December 31, 1977 and 1976
and the statements of income, retained earnings and changes in financial position for the year ended
December 31, 1976 of the ultimate resolution of the matter discussed in the preceding paragraph, the
financial statements referred to above (pages 20 to 27 inclusive) present fairly the financial position of
Baltimore Gas and Electric Company at December 31, 1977 and 1976, and the results of its operations
and changes in its financial position for the years then ended in conformity with generally accepted
accounting principles applied on a consistent basis.
January 23, 1978
Opinion of Independent Certified Public Accountants
To the Directors and Shareowners of
Bergen Brunswig Corporation:
We have examined the consolidated balance sheets of Bergen Brunswig Corporation and sub
sidiaries as of August 31, 1977 and 1976, and the related statements of consolidated earnings, retained
earnings, and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
As discussed in Note 2, legal actions were filed against the Corporation subsequent to the date of
our report on the 1976 financial statements. These actions relate to a Medicaid agreement with the
State of North Carolina, and a sub-contract relationship involving the State of Florida. The Corpora
tion is in the process of litigating these actions. In our report dated October 2 9 , 1976 our opinion on the
1976 financial statements was unqualified regarding these matters; however, in view of the sub
sequent litigation referred to above, our present opinion on the 1976 financial statements, as pre
sented herein, is different from that expressed in our previous report.
As further discussed in Note 2, the reinsurer of the Corporation’s Medicaid Agreement with the
State of North Carolina has indicated an intention to dispute approximately $3,000,000 of its reinsur
ance obligation to the Corporation. The ultimate outcome of this dispute and the litigation referred to
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in the preceding paragraph cannot presently be determined and, accordingly, no provision for any loss
that may result has been made in the 1977 or 1976 financial statements.
In our opinion, subject to the effects on the consolidated financial statements of such adjustments,
if any, as might have been required had the outcome of the uncertainties described in the two
preceding paragraphs been known, the financial statements referred to above present fairly the
financial position of the companies at August 31, 1977 and 1976, and the results of their operations and
the changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
October 13, 1977
Auditors’ Report
To the Stockholders of
C & K Petroleum, Inc.:
We have examined the consolidated balance sheets of C & K Petroleum, Inc. (a Delaware corpo
ration), and subsidiaries as of December 31, 1977 and 1976, and the related consolidated statements of
income, stockholders’ equity, and changes in financial position for the years then ended. Our examina
tion was made in accordance with generally accepted auditing standards, and accordingly included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances.
As discussed in Note 7 to the financial statements, the Company has possible contingent liabilities
under Federal and state securities laws arising from the sale of undivided interests in oil and gas
prospects. In our report dated March 15, 1977, our opinion on the 1976 financial statements was
unqualified; however, in view of this possible contingent liability, our present opinion on the 1976
financial statements, as presented herein, is different from that expressed in our previous report.
In our opinion, subject to the effect, if any, of the matter discussed in the preceding paragraph,
the accompanying financial statements present fairly the financial position of C & K Petroleum, Inc.
and its subsidiaries as of December 31, 1977 and 1976, and the results of their operations and changes
in their financial position for the years then ended, in conformity with generally accepted accounting
principles consistently applied during the periods.
March 10, 1978
Opinion of Independent Certified Public Accountants
Cordon International Corporation:
We have examined the consolidated balance sheets of Cordon International Corporation and
subsidiaries at December 31, 1977 and 1976, and the related consolidated statements of operations,
shareholders’ equity, and changes in financial position for the years then ended. Our examinations
were made in accordance with generally accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
As discussed in Note 1, the accompanying financial statements have been prepared on a going
concern basis, which contemplates the realization of assets and the satisfaction of liabilities in the
normal course of business, but there are conditions which may indicate that the Company will be
unable to continue as a going concern. The financial statements do not include any adjustments
relating to the realization of the carrying value of assets or the amount and classification of liabilities
that may be necessary should the Company be unable to continue as a going concern.
Also, the notes receivable described in Note 3 are collateralized by aircraft and the unsold
aviation and other assets held for disposition described in Notes 8 and 10 have been written down to
estimated realizable value. Although management believes that these carrying values will be realized
without having a material adverse effect on the Company’s financial position, the ultimate realization
is uncertain at this time.
In our report dated March 30, 1977, our opinion on the 1976 financial statements was unqualified;
however, in view of the uncertainty referred to above, our present opinion on the 1976 financial
statements, as expressed herein, is different from that expressed in our previous report.
In our opinion, subject to the effects, if any, on the financial statements from the ultimate
resolution of the matters discussed in the preceding paragraphs, the above-mentioned consolidated
financial statements present fairly the financial position of the Company and its subsidiaries at De
cember 31, 1977 and 1976, and the results of their operations and changes in their financial position for
the years then ended, in conformity with generally accepted accounting principles applied on a consis
tent basis.
June 29, 1978
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Report of Independent Accountants
Board of Directors
Groman Corporation
Chicago, Illinois
We have examined the consolidated balance sheets of Groman Corporation (formerly Coleman
Cable & Wire Company) and subsidiaries as of November 30, 1977 and November 30, 1976, and the
related consolidated statements of operations and retained earnings and changes in financial position
for the years then ended. Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
As discussed in the first paragraph of Note I to the financial statements, legal action was brought
against the Corporation subsequent to the date of our report on the 1976 financial statements which
claims substantial damages relating to activities of the Corporation in prior years. While the Corpora
tion intends to contest this litigation, neither management nor legal counsel can predict its outcome.
In our report dated January 18, 1977, our opinion on the 1976 financial statements was unqualified;
however, in view of the litigation referred to above, our present opinion on the 1976 financial state
ments, as presented herein, is different from that expressed in our previous report.
In our opinion, subject to the effect of such adjustments, if any, as might have been required had
the outcome of the uncertainty discussed in the preceding paragraph been known, the financial
statements referred to above present fairly the consolidated financial position of Groman Corporation
and subsidiaries at November 30, 1977 and November 30, 1976, and the consolidated results of their
operations and changes in their financial position for the years then ended, in conformity with gener
ally accepted accounting principles applied on a consistent basis.
February 8, 1978
Opinion of Independent Certified Public Accountants
To the Board of Directors and Stockholders of
Landmark Banking Corporation of Florida:
We have examined the statements of consolidated financial condition of Landmark Banking
Corporation of Florida and subsidiaries (“Landmark”) and the balance sheets of Landmark Banking
Corporation of Florida (the “Company”) as of December 31, 1977 and 1976, and the related statements
of income, stockholders’ equity and changes in financial position for the years then ended. Our exami
nations were made in accordance with generally accepted auditing standards and, accordingly, in
cluded such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
As more fully discussed in the third paragraph of the note on commitments and contingent
liabilities, there have been recent developments subsequent to the date of our report on the 1976
financial statements which present an element of uncertainty. We expressed an opinion, dated
January 20, 1977, on the 1976 financial statements; however, in view of the matter referred to above,
our present opinion on the 1976 financial statements, as presented herein, is different from that
expressed in our previous report.
In our opinion, subject to the effects on the financial statements of such adjustments, if any, as
might have been required had the outcome of the uncertainty referred to in the preceding paragraph
been known, the above-mentioned financial statements present fairly the financial position of Land
mark and the Company as of December 31, 1977 and 1976, and the results of their operations and the
changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.
February 21, 1978
Auditor’s Opinion
To the Shareholders and The Board of Directors
McKeon Construction:
We have examined the balance sheets of McKeon Construction as of February 28, 1978 and 1977
and the related statements of earnings, stockholders’ equity and changes in financial position for the
years then ended. Our examinations were made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
As discussed in Note 12, the Company is currently a co-defendant in two lawsuits filed sub
sequent to the date of our report on the 1977 financial statements. The final outcome of these suits is
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not presently determinable and no provision has been made in the financial statements for 1978 or 1977
for the effect, if any, of such litigation. Our opinion on the 1977 financial statements was unqualified;
however, in view of the litigation referred to above, our present opinion on the 1977 financial state
ments, as presented herein, is different from that expressed in our previous report dated April 29,
1977.
In our opinion, subject to the effect, if any, on the financial statements of the matter discussed in
the preceding paragraph, the aforementioned financial statements present fairly the financial position
of McKeon Construction at February 28, 1978 and 1977 and the results of its operations and changes in
its financial position for the years then ended, in conformity with generally accepted accounting
principles applied on a consistent basis.
May 2, 1978
Accountants’ Report
Board of Directors and Shareholder
MDC Financial Corporation
Cherry Hill, New Jersey
We have examined the consolidated balance sheets of MDC Financial Corporation (a whollyowned subsidiary of MDC Corporation) and subsidiary as of February 28, 1978 and 1977, and the
related statements of operations, shareholder’s equity and changes in financial position for each of the
three years in the period ended February 28, 1978. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In 1978 and 1977, the Company had losses from operations. Additionally, in fiscal 1978, the banks,
which had previously financed the Company’s operations through unsecured revolving credit loans,
converted their revolving credit loans to demand loans.
As discussed in Note 7, management of the Company and its parent are proposing to sell a
substantial portion of the Company’s assets, subject to the approval of the parent’s shareholders.
Management believes that the consummation of the proposed sale will enable the Company to reduce
its unsecured bank indebtedness to an amount acceptable to its bank creditors and to enable its parent
to purchase at a discount principally all of its 6% Convertible Subordinated Notes.
The consolidated financial statements referred to above have been prepared using generally
accepted accounting principles applicable to a going concern, which contemplate the realization of
assets and the liquidation of liabilities in the normal course of business. However, if the sale of a
substantial portion of the Company’s assets is not consummated and the Company’s creditors are not
satisfied with the manner in which the Company’s finance receivables are being collected or liqui
dated, or with the operations of the Company, it is possible that legal action may be taken by the
creditors to attempt to collect amounts due them. Should this occur, the carrying value of the Com
pany’s assets may be significantly affected. In view of these matters, our present opinion on the
Company’s fiscal 1976 and 1977 financial statements, as presented herein, is different from that
expressed in our previous reports dated May 20, 1976 and April 19, 1977, which were unqualified.
In our opinion, subject to the effects thereon, if any, of the ultimate resolution of the matters
discussed in the preceding paragraphs concerning the Company’s continuation as a going concern, the
consolidated financial statements referred to above present fairly the financial position of MDC Finan
cial Corporation and subsidiary at February 28, 1978 and 1977, and the results of their operations and
the changes in their financial position for each of the three years in the period ended February 28,
1978, in conformity with generally accepted accounting principles applied on a consistent basis.
May 11, 1978
Report of Independent Auditors
Board of Directors and Shareholders
Nalco Chemical Company
Oak Brook, Illinois
We have examined the statements of consolidated financial condition of Nalco Chemical Company
and subsidiaries as of December 31, 1977 and December 31, 1976, and the related statements of
consolidated earnings, changes in consolidated shareholders’ equity, and changes in consolidated
financial position for the years then ended. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
As discussed under Litigation and Other Contingencies in the Financial Review, a subsidiary is a
defendant in several lawsuits, is being investigated by governmental agencies, and may have other
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claims against it in connection with studies performed by the subsidiary for its clients. The Company
has indicated that if future actions on these matters were to involve attempts to make claims against
Nalco, it would vigorously defend against, and believes it would defeat, any such attempts, but it is
not possible to predict with certainty that the outcome of such action could not be material to the
consolidated financial position of the Company and subsidiaries. No provision for any liability that may
result from these matters has been made in the financial statements. While certain of these actions
existed at the time we issued our report on the 1976 financial statements, the potential effect thereof
on the consolidated financial position of the Company and subsidiaries was not considered by manage
ment or us to be significant; thus, our opinion dated February 1, 1977 was unqualified. However, as a
result of developments during 1977, our present opinion on the 1976 financial statements, as presented
in this annual report, is qualified.
In our opinion, subject to the effects on the financial statements of such adjustments, if any, as
might have been required had the outcome of the uncertainties referred to in the preceding paragraph
been known, the financial statements referred to above present fairly the consolidated financial
position of Nalco Chemical Company and subsidiaries at December 31, 1977 and December 31, 1976,
and the consolidated results of their operations and changes in their financial position for the years
then ended, in conformity with generally accepted accounting principles applied on a consistent basis.
January 31, 1978
Auditor’s Opinion
Board of Directors and Stockholders
Tesoro Petroleum Corporation
San Antonio, Texas
We have examined the consolidated balance sheets of Tesoro Petroleum Corporation and sub
sidiaries as of September 30, 1977 and 1976, and the related statements of operations, retained
earnings, and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. The consolidated financial statements of Commonwealth Oil Refining Company, Inc.
(Corco) for the year ended September 30, 1976 were examined by other independent accountants
whose qualified opinion is summarized in Note C of the financial statements. The investment in Corco
was accounted for under the equity method of accounting through March 31, 1977. Our opinion
expressed herein, insofar as it relates to the amounts included for Corco for the year ended September
30, 1976 is based solely upon the report of the other independent accountants.
As discussed in Note C, the Company has made the decision to discontinue its investment in
Corco and as a result of Corco’s continuing financial difficulties, the Company has written-down its
investment in the common stock of Corco to $13,760,000, an amount which management estimates to
be the net realizable value of such shares. The Company also has advances of $68,165,000 due from
Corco at September 30, 1977. Realization of the Company’s investment in and advances to Corco is not
currently determinable. Further, as discussed in Note L, the Company is a defendant in certain
litigation relating to the Company’s investment in Corco. The ultimate outcome of the lawsuits cannot
presently be determined and no provision for any liability that may result has been made in the
financial statements.
In our report dated December 9, 1976, our opinion on the 1976 financial statements was unqual
ified; however, in view of the uncertainties referred to above, our present opinion on the 1976
financial statements, as presented herein, is qualified as indicated in the following paragraph.
In our opinion, based upon our examinations and the report of the other independent accountants
with respect to the year ended September 30, 1976, and subject to the effect of such adjustments, if
any, resulting from the ultimate resolution of the uncertainties referred to in the second preceding
paragraph, the consolidated financial statements referred to above present fairly the financial position
of Tesoro Petroleum Corporation and subsidiaries at September 30, 1977 and 1976, and the results of
their operations and the changes in their financial position for the years then ended, in conformity with
generally accepted accounting principles applied on a consistent basis after restatement for the change
with which we concur, in the method of accounting for oil and gas properties as described in Note A.
December 9, 1977
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Auditor’s Opinion
The Board of Directors and Stockholders
Tolley International Corporation
We have examined the consolidated balance sheets of Tolley International Corporation and sub
sidiaries as of March 31, 1978 and 1977 and the related consolidated statements of earnings and
retained earnings and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
As discussed in the first paragraph of note 14, the Company is a defendant in a legal action, the
final outcome of this matter is not presently determinable and no provision has been made in the
financial statements for the effect, if any, of such litigation. As more fully described in note 16, the
Company has estimated losses related to certain claims in determining income from contingent com
missions for 1978 and the contingent commissions receivable at March 31, 1978; the ultimate amount of
such losses is not finally determinable at the present time. Our opinion on the 1977 financial state
ments was unqualified, however, in view of the matters discussed in the preceding two sentences, our
present opinion on the 1977 financial statements, as presented herein, is different from that expressed
in our previous report.
In our opinion, subject to the effects, if any, on the consolidated financial statements of the
ultimate resolution of the matters discussed in the preceding paragraph, the aforementioned consoli
dated financial statements present fairly the financial position of Tolley International Corporation and
subsidiaries at March 31, 1978 and 1977 and the results of their operations and the changes in their
financial position for the years then ended in conformity with generally accepted accounting principles
applied on a consistent basis.
June 23, 1978

78

IV
SUCCESSOR AUDITOR’S REFERENCE TO PREDECESSOR

If the financial statements of a prior period have been examined by a predecessor auditor
whose report is not presented, SAS No. 15 requires the successor auditor to indicate in the scope
of his report (a) that the financial statements of the prior period were examined by other auditors,
(b) the date of their report, and (c) the type of opinion expressed by the predecessor auditor. If the
predecessor auditor’s opinion was other than unqualified, the successor auditor is required to
describe the nature of and reasons for the opinion modification.
Sixteen examples are presented of auditor’s reports in which a successor auditor referred to
the report of a predecessor auditor on a previous year. The examples are classified according to
the type of opinion expressed by the predecessor and successor auditors.
QUALIFIED (PREDECESSOR), QUALIFIED (SUCCESSOR)
Report of Independent Certified Public Accountants
Directors and Shareholders
Context Industries, Inc.
Miami, Florida
We have examined the consolidated balance sheet of Context Industries, Inc. and Subsidiaries as
at December 31, 1977, and the related consolidated statements of earnings, shareholders’ equity and
sources and uses of cash for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. The financial
statements of Context Industries, Inc. and Subsidiaries for the year ended December 31, 1976 were
examined by other auditors whose opinion, dated March 28, 1977, on those statements was qualified
with respect to the matter described in the next paragraph and in Note 2 and as to the recoverability
of the 1976 investment in and advances to the unconsolidated subsidiary described in the second
following paragraph and Note 2a.
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As described in Note 2, a subsidiary of the Company received an order from the Director of
Metropolitan Dade County, Florida Environmental Resources Management (DERM) which prohibits
any operation that could result in altering the ecological balance of approximately 5,000 acres of land.
This prohibition adversely affects the marketing and sales program for the property. Although a new
appeal is to be filed, management and counsel are presently uncertain as to the probable outcome of
this matter and the effect, if any, on the future sales and operations of the Company.
The Company’s investment in and advances to the unconsolidated joint venture, more fully
described in Note 2a, amounted to $1,405,067 at December 31, 1977. The financial statements of the
joint venture were examined by other certified public accountants who qualified their opinion on these
financial statements as to the realizable value of the Venture’s land inventory. The recoverability of
the Company’s investment in and advances to the unconsolidated joint venture is largely dependent on
the ability of the Venture to recover its land inventory.
In our opinion, subject to the effects on the financial statements of such adjustments, if any, as
might have been required had we been able to determine the outcome of the matters discussed in the
two preceding paragraphs, the aforementioned consolidated financial statements present fairly the
financial position of Context Industries, Inc. and Subsidiaries at December 31, 1977, and the results of
their operations and the changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
March 20, 1978
Auditor’s Opinion
The Stockholders and Board of Directors of
Southeastern Capital Corporation
We have examined the accompanying consolidated statement of financial condition, including the
portfolio of investments, of Southeastern Capital Corporation and its subsidiary as of December 31,
1977 and the related consolidated statements of investment income, realized gain on investments,
change in unrealized appreciation of investments and the statement of consolidated changes in net
assets for the year then ended. We have also examined the accompanying statement of financial
condition of Southeastern Capital Small Business Investment Corporation as of December 31, 1977
and the related statements of investment income, realized gain on investments and change in un
realized appreciation of investments and changes in net assets for the year then ended. Our examina
tions were made in accordance with generally accepted auditing standards and, accordingly, included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances. Securities owned at December 31, 1977 were examined by us as being held in
safekeeping except for certain securities as to which we obtained confirmation from the respective
banks, brokers or attorneys, who were holding such securities on behalf of Southeastern Capital
Corporation and its subsidiary on December 31, 1977. The consolidated financial statements of South
eastern Capital Corporation and its subsidiary and the financial statements of Southeastern Capital
Small Business Investment Corporation for the year ended December 31, 1976 were examined by
other auditors whose report dated January 21, 1977 expressed an opinion which was qualified subject
to the ultimate realization of the value assigned by the Board of Directors to investments in portfolio
securities in the amount of $6,524,405 (64% of net assets.)
As discussed more fully in Note 1 to the financial statements, investments in portfolio securities
amounting to $5,741,038 (54% of net assets) have been valued at fair value as determined by the Board
of Directors. We have reviewed the procedures applied by the Directors in valuing such securities and
have inspected underlying documentation; while in the circumstances the procedures appear to be
reasonable and the documentation appropriate, determination of fair value involves subjective judge
ment which is not susceptible to substantiation by auditing procedures.
In our opinion, subject to the ultimate realization of the value assigned by the Board of Directors
to investments in portfolio securities, as described in the preceding paragraph, the accompanying
financial statements examined by us present fairly the consolidated financial condition of Southeastern
Capital Corporation and its subsidiary at December 31, 1977, the consolidated results of their opera
tions, changes in their net assets for the year then ended and the financial condition of Southeastern
Capital Small Business Investment Corporation at December 31, 1977, and the results of their opera
tions and changes in their net assets for the year then ended in conformity with generally accepted
accounting principles consistently applied.
January 27, 1978
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Report of Independent Accountants
To the Board of Directors and Stockholders of
United Park City Mines Company:
We have examined the consolidated balance sheet of United Park City Mines Company as of
December 31, 1977, and the related consolidated statements of income and accumulated deficit and
changes in financial position for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other tests as we considered necessary in the circumstances. The financial statements of
United Park City Mines Company for the year ended December 31, 1976 were examined by other
auditors whose opinion, dated January 14, 1977, on those statements was qualified as being subject to
the effects, if any, on the consolidated financial statements of the ultimate realization of the carrying
value of the mines and mining claims as described in Note 2.
As described in Note 2, a significant portion of the company’s assets consists of mines and mining
claims, substantially all of which have been leased to Park City Ventures. As described in Note 6,
Park City Ventures has given notice they will suspend mining operations on or before February 15,
1978. As a result, recovery of the company’s investment is dependent upon the future resumption and
continuation of profitable mining operations and recovery of estimated ore reserves.
In our opinion, subject to the effects, if any, on the consolidated financial statements of the
ultimate realization of the carrying value of the mines and mining claims referred to in the preceding
paragraph, the aforementioned consolidated financial statements present fairly the financial position
of United Park City Mines Company and its subsidiary as of December 31, 1977 and the results of their
operations and the changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
February 6, 1978
Auditor's Opinion
Board of Directors and Shareholders of
Weisfield’s, Inc.
We have examined the balance sheet of Weisfield’s, Inc. as of January 31, 1978, and the related
statements of operations, shareholders’ equity, and changes in financial position for the year then
ended. Our examination was made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances. The financial statements of Weisfield’s, Inc. for the year
ended January 31, 1977 were examined by other auditors whose opinion on those statements, dated
March 24, 1977, was qualified as being subject to the effects of adjustments which might result from
the ultimate disposition of the Leslies/Valu-Mart division.
As discussed in Note 7, the Company is a defendant in a lawsuit claiming breach of a lease
agreement with a former tenant. The litigation is still in the discovery stage and the ultimate liability,
if any, cannot be determined at this time.
In our opinion, subject to the effect, if any, on the financial statements of the ultimate resolution
of the matter referred to in the preceding paragraph, the financial statements referred to above
present fairly the financial position of Weisfield’s, Inc. at January 31, 1978, and the results of its
operations and changes in its financial position for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year.
March 31, 1978

UNQUALIFIED (PREDECESSOR), QUALIFIED (SUCCESSOR)
Accountant’s Report
The Board of Directors and Stockholders
Discount Fabrics, Inc.:
We have examined the consolidated balance sheet of Discount Fabrics, Inc. and Subsidiary as of
September 30, 1977, and the related statements of operations and retained earnings, and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances. The consolidated financial
statements for the year ended September 30, 1976, were examined by other independent certified
public accountants whose report dated December 16, 1976, expressed an unqualified opinion on those
statements.
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As discussed in Notes I and J to the consolidated financial statements, the Company has estab
lished a reserve for estimated future store closure costs and is involved as defendant in a lawsuit as a
result of alleged violations of Oregon Consumer Protection statutes.
In our opinion, subject to the effects, if any, on the financial statements of the ultimate resolution
of the matters referred to in the preceding paragraph, the 1977 financial statements referred to above
present fairly the consolidated financial position of Discount Fabrics, Inc. and Subsidiary as of Sep
tember 30, 1977, and the results of their operations and changes in their financial position for the year
then ended, in conformity with generally accepted accounting principles applied on a basis consistent
with that of the preceding year.
December 22, 1977
Independent Accountants' Report
To the Board of Directors and Stockholders of
Genesco, Inc.
We have examined the consolidated balance sheet of Genesco Inc. and its subsidiaries as of July
31, 1977, and the related consolidated statements of earnings, of stockholders’ equity, of additional
paid-in capital, of retained earnings (deficit) and of changes in financial position for the year. Our
examination was made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances. The consolidated financial statements of Genesco Inc. for the year
ended July 31, 1976 were examined by other auditors whose report dated August 23, 1976 (August 31,
1977 as to the effect of the reclassifications described in the summary of accounting policies) expressed
an unqualified opinion on those statements.
The accounting policy for costs related to retail store closings was changed in 1977, as described in
the summary of accounting policies and accompanying note to financial statements on operations to be
divested and retail store closings.
In our opinion, the consolidated financial statements examined by us present fairly the financial
position of Genesco Inc. and its consolidated subsidiaries at July 31, 1977, and the results of their
operations and the changes in their financial position for the year, in conformity with generally
accepted accounting principles which, except for the change, with which we concur, referred to in the
preceding paragraph have been applied on a basis consistent with that of the preceding year.
August 31, 1977
Accountants’ Report
To the Board of Directors
Tosco Corporation
We have examined the consolidated balance sheet of Tosco Corporation and subsidiaries as of
December 31, 1977 and the related consolidated statements of income, changes in financial position
and shareholders’ equity for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. The consolidated
financial statements for the year ended December 31, 1976 were examined by other auditors whose
report dated March 15, 1977, expressed an unqualified opinion on those statements.
As described in Note 13 to the financial statements, the company’s crude oil entitlements costs for
the year ended December 31, 1977 are based in part upon a Proposed Decision and Order received
from the Department of Energy. The actual entitlements costs for the year will be determined after
the Department of Energy reviews the company’s 1977 financial results and operations and issues a
Final Decision and Order.
In our opinion, subject to the Department of Energy’s Final Decision and Order and the final
determination of entitlements costs for 1977 discussed in the preceding paragraph, the financial
statements referred to above present fairly the consolidated financial position of Tosco Corporation
and subsidiaries as of December 31, 1977, and the consolidated results of their operations and changes
in their financial position for the year then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the preceding year.
February 15, 1978
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UNQUALIFIED (PREDECESSOR), UNQUALIFIED (SUCCESSOR)
Auditors' Report
To the Stockholders and Board of Directors of
Alpha Portland Industries, Inc.:
We have examined the consolidated balance sheet of Alpha Portland Industries, Inc. and sub
sidiaries as of December 31, 1977, and the related statements of operations, stockholders’ equity, and
changes in financial position for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. We did not
examine the 1977 financial statements of three joint ventures in which the Company participates,
which statements reflect assets and revenues of which the Company’s proportionate share constitutes
6% and 7%, respectively, of the 1977 consolidated totals. These statements were examined by other
auditors whose reports thereon have been furnished to us, and our opinion expressed herein, insofar
as it relates to the amounts included for such joint ventures, is based solely upon the reports of the
other auditors. The consolidated financial statements of the Company for the year ended December
31, 1976 were examined by other auditors whose report, dated February 11, 1977, based in part upon
the reports of other auditors, expressed an unqualified opinion on those statements.
In our opinion, based upon our examination and the reports of the other auditors, the 1977
consolidated financial statements referred to above present fairly the financial position of Alpha
Portland Industries, Inc. and subsidiaries at December 31, 1977, and the results of their operations
and the changes in their financial position for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year.
February 14, 1978
Accountants’ Report
The Board of Directors and Shareholders
Broadview Financial Corporation
We have examined the consolidated statement of condition of Broadview Financial Corporation
and Subsidiaries as of December 31, 1977 and the related consolidated statements of operations,
retained income and changes in financial position for the year then ended. Our examination was made
in accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. The consolidated financial statements for the year ended December 31, 1976 were exam
ined by other auditors whose report dated January 19, 1977 expressed an unqualified opinion on those
statements.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of Broadview Financial Corporation and Subsidiaries at December 31, 1977 and the results of
their operations and the changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
January 18, 1978
Report of Certified Public Accountants
The Directors and Shareholders of
Capital Shares, Inc.
We have examined the statements of assets and liabilities and investments of Capital Shares, Inc.
as of December 31, 1977, the related statements of operations and changes in net assets and the
supplementary information for the year then ended. Our examination was made in accordance with
generally accepted auditing standards, and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. The investment
securities held in custody were confirmed to us by the custodian; as to securities purchased and sold
but not received or delivered, we requested confirmations from brokers, and, where replies were not
received, we carried out other appropriate auditing procedures. The financial statements and
supplementary information for the year ended December 31, 1976, were examined by other auditors
whose report dated January 25, 1977, expressed an unqualified opinion on those statements.
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In our opinion, the aforementioned financial statements present fairly the financial position of
Capital Shares, Inc. at December 31, 1977 and the results of its operations and changes in its net
assets for the year then ended in conformity with generally accepted accounting principles applied on a
basis consistent with that of the preceding year. Also, in our opinion, the supplementary information
for the year ended December 31, 1977 presents fairly the information shown therein.
January 26, 1978
Accountants’ Report
To the Board of Directors and Shareholders
Highland Capital Corporation
We have examined the statement of assets and liabilities of Highland Capital Corporation includ
ing the portfolio of investments in securities as of December 31, 1977, and the related statement of
operations, statement of changes in net assets, and supplementary information included in Note H for
the year then ended. Our examination was made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances, including confirmation of securities
owned at December 31, 1977, by correspondence with the custodian and others. We satisfied ourselves
by other means with respect to brokers not replying to our confirmation requests. The statement of
changes in net assets for the year ended December 31, 1976, and the supplementary information
included in Note H for the four years then ended, were examined by other auditors whose report
dated February 9, 1977 expressed an unqualified opinion on those statements.
In our opinion, the 1977 financial statements referred to above present fairly the net assets of
Highland Capital Corporation as of December 31, 1977, the results of its operations and the changes in
net assets, for the year then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year. Also, in our opinion, the supplementary
information for the year ended December 31, 1977, is fairly stated in all respects material in relation to
the financial statements taken as a whole.
January 25, 1978
Report of Independent Public Accountants
To the Board of Directors and Stockholders of
Hillenbrand Industries, Inc.:
We have examined the consolidated balance sheet of Hillenbrand Industries, Inc. (an Indiana
corporation) and subsidiaries as of November 30, 1977, and the related statements of income and
retained earnings and changes in financial position for the year then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. The consolidated financial statements of Hillenbrand Industries, Inc. for the year ended
November 30, 1976, were examined by other auditors whose report dated January 7, 1977, expressed
an unqualified opinion on those statements.
In our opinion, the 1977 financial statements referred to above present fairly the financial position
of Hillenbrand Industries, Inc. and subsidiaries as of November 30, 1977 and the results of their
operations and the changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
January 9, 1978.
Auditors’ Opinion
To Board of Directors
Lincoln International Corporation:
We have examined the consolidated balance sheet of Lincoln International Corporation and
subsidiaries as of July 31, 1977 and the related consolidated statements of earnings, stockholders’
equity and changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. The financial statements of Lincoln International Corporation and subsidiaries for the
year ended July 31, 1976, were examined by other auditors whose report dated October 1, 1976,
expressed an unqualified opinion on those statements.
In our opinion, the July 31, 1977 consolidated financial statements referred to above present fairly
the financial position of Lincoln International Corporation and subsidiaries at July 31, 1977, and the
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results of their operations and the changes in their financial position for the year then ended, in
conformity with generally accepted accounting principles applied on a basis consistent with that of the
preceding year.
October 7, 1977

Independent Accountants’ Opinion
To the Board of Directors and Shareholders of
J.W. Mays, Inc.:
We have examined the consolidated balance sheet of J.W. Mays, Inc. and subsidiaries as of July
31, 1977 and the related statements of consolidated operations and retained earnings and of changes in
consolidated financial position for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. The consolidated
financial statements of J.W. Mays, Inc. and subsidiaries for the year ended July 31, 1976 were
examined by other auditors whose report dated October 28, 1976 expressed an unqualified opinion on
those statements.
In our opinion, the July 31, 1977 consolidated financial statements referred to above present fairly
the financial position of the companies as at July 31, 1977, and the results of their operations and the
changes in their financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.
October 21, 1977

Report of Independent Auditors
Board of Directors and Stockholders
R. H. Medical Services, Inc.
Elkins Park, Pennsylvania
We have examined the consolidated balance sheet of R. H. Medical Services, Inc. and subsidiaries
as of September 30, 1977, and the related statements of income and retained earnings and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances. The consolidated financial
statements of R. H. Medical Services, Inc. and subsidiaries for the year ended September 30, 1976,
were examined by other auditors whose report dated December 14, 1976 expressed an unqualified
opinion on those statements.
In our opinion, the 1977 consolidated financial statements referred to above present fairly the
financial position of R. H. Medical Services, Inc. and subsidiaries as of September 30, 1977, and the
results of their operations and the changes in their financial position for the year then ended, in
conformity with generally accepted accounting principles applied on a basis consistent with that of the
preceding year.
December 23, 1977
Report of Independent Accountants
To the Stockholders and Board of Directors of
Union Camp Corporation
In our opinion, the accompanying consolidated balance sheet and the related consolidated state
ments of income, of retained earnings and of changes in financial position present fairly the financial
position of Union Camp Corporation and its consolidated subsidiaries at December 31, 1977, and the
results of their operations and the changes in their financial position for the year, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
Our examination of these statements was made in accordance with generally accepted auditing stan
dards and accordingly included such tests of the accounting records and such other auditing proce
dures as we considered necessary in the circumstances.
The consolidated financial statements of Union Camp Corporation and its consolidated sub
sidiaries for the year 1976 were examined by other independent accountants, whose report dated
February 14, 1977 expressed an unqualified opinion on those statements.
February 14, 1978
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V
PREDECESSOR AUDITOR S REISSUED REPORT

SAS No. 15 permits a predecessor auditor who has performed the inquiry procedures
specified in paragraphs 9 and 10 of the Statement to reissue his report on the financial statements
of a prior period at the request of the former client. The reissued report is required to bear the
same date as the previous report to avoid any implication that the predecessor auditor examined
any records, transactions, or events after that date. If the predecessor auditor revises his report
or if the financial statements are restated, he should dual-date his report.
The inquiry procedures performed by the predecessor auditor may lead him to revise his
opinion on the prior-period statements. In those circumstances he is required to word his report in
the manner specified for a revision of opinion by a continuing auditor.
NO REVISION OF PREVIOUS REPORT

Nineteen examples are presented of reissued auditor’s reports by predecessor auditors in
which no revision was made of the report. The report of the successor auditor on the financial
statements of the current year is also presented for each example. The examples are classified
according to the nature of the departure from the standard auditor’s report that was made in the
reissued report of the predecessor auditor.
NO DEPARTURE
Auditors' Opinion
Board of Directors and Stockholders
ATI, Inc.
Milford, Connecticut
We have examined the consolidated balance sheet of ATI, Inc. and subsidiaries as of September
24, 1977 and the related statements of operations, stockholders’ equity and changes in financial
position for the year then ended. Our examination was made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
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In our opinion, the financial statements referred to above present fairly the financial position of
ATI, Inc. at September 24, 1977, and the results of its operations and changes in its financial position
for the year then ended, in conformity with generally accepted accounting principles which except for
the change, with which we concur, in the amortization of the excess of cost over equity in net assets
acquired as discussed in Note 1 to the consolidated financial statements, have been applied on a basis
consistent with that of the preceding year. The financial statements for the prior year were examined
by other certified public accountants.
December 22, 1977
The Board of Directors
ATI, Inc.
Milford, Connecticut
We have examined the balance sheet of ATI, Inc. and subsidiaries as of September 25, 1976 and
the related statements of operations, stockholders’ equity and changes in financial position for the
year then ended. Our examination was made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances.
In our opinion, the accompanying financial statements present fairly the financial position of ATI,
Inc. and subsidiaries at September 25, 1976 and the results of their operations and changes in their
financial position for the year then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.
December 8, 1976 (except for Note 3, for which the date is December 23, 1976)
Accountants’ Report
The Board of Directors
Century Telephone Enterprises, Inc.:
We have examined the consolidated balance sheet of Century Telephone Enterprises, Inc. and
subsidiaries as of December 31, 1977 and the related consolidated statements of income, stockholders’
equity and changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circum
stances.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of Century Telephone Enterprises, Inc. and subsidiaries at December 31, 1977 and the results
of their operations and the changes in their financial position for the year then ended, in conformity
with generally accepted accounting principles which, except for the change, with which we concur, in
accounting for investment tax credits as described in note 7 of notes to consolidated financial state
ments, have been applied on a basis consistent with that of the preceding year.
March 14, 1978
Auditors’ Report
To the Stockholders and the Board of Directors of
Century Telephone Enterprises, Inc.:
We have examined the consolidated balance sheet of Century Telephone Enterprises, Inc., (a
Louisiana corporation) and subsidiaries as of December 31, 1976, and the related consolidated state
ments of income, stockholders’ equity and changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the financial position of
Century Telephone Enterprises, Inc., and subsidiaries as of December 31, 1976, and the results of
their operations and changes in their financial position for the year then ended in conformity with
generally accepted accounting principles, applied on a basis consistent with that of the preceding year.
March 28, 1977, (except with respect to the matters discussed in Note 10, as to which the date is
March 14, 1978)
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Accountants’ Opinions
To the Directors and Stockholders of
J. P. Morgan & Co. Incorporated:
We have examined the consolidated balance sheet of J. P. Morgan & Co. Incorporated and
subsidiaries, the balance sheet of J. P. Morgan & Co. Incorporated (parent) and the combined balance
sheet of the nonbank subsidiaries of J. P. Morgan & Co. Incorporated as of December 31, 1977, the
related statements of income (combined statement of income and retained earnings for the nonbank
subsidiaries), changes in stockholders’ equity and changes in financial position for the year then ended,
and the consolidated statement of condition of Morgan Guaranty Trust Company of New York and
subsidiaries as of December 31, 1977. Our examination was made in accordance with generally ac
cepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements examined by us present fairly the financial position of
J. P. Morgan & Co. Incorporated and subsidiaries, J. P. Morgan & Co. Incorporated (parent) and the
nonbank subsidiaries of J. P. Morgan & Co. Incorporated at December 31, 1977, the results of their
operations and the changes in their financial position for the year then ended, and the financial position
of Morgan Guaranty Trust Company of New York and subsidiaries at December 31, 1977, in confor
mity with generally accepted accounting principles applied on a basis consistent with that of the pre
ceding year.
The accompanying financial statements for the year 1976 were examined by other independent
accountants.
January 11, 1978
To the Directors and Stockholders of
J. P. Morgan & Co. Incorporated:
We have examined the consolidated balance sheet of J. P. Morgan & Co. Incorporated and
subsidiaries, the balance sheet of J. P. Morgan & Co. Incorporated (parent), and the combined balance
sheet of the nonbank subsidiaries of J. P. Morgan & Co. Incorporated as of December 31, 1976, the
related statements of income (combined statement of income and retained earnings for the nonbank,
subsidiaries), changes in stockholders’ equity, and changes in financial position for the year then
ended, and the consolidated statement of condition of Morgan Guaranty Trust Company of New York
and its subsidiaries as of December 31, 1976. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the financial position of
J. P. Morgan & Co. Incorporated and subsidiaries, J. P. Morgan & Co. Incorporated (parent), and the
nonbank subsidiaries of J. P. Morgan & Co. Incorporated as of December 31, 1976, the results of their
operations and the changes in their financial position for the year then ended, and the financial position
of Morgan Guaranty Trust Company of New York and subsidiaries at December 31, 1976, in con
formity with generally accepted accounting principles applied on a basis consistent with that of the
preceding year.
January 12, 1977

CHANGE IN ACCOUNTING PRINCIPLES
Reports of Certified Public Accountants
Shareholders of
Hobart Corporation
We have examined the consolidated balance sheet of Hobart Corporation and subsidiary com
panies as of December 31, 1977, and the related consolidated statements of income, retained earnings
and changes in financial position for the year then ended. Our examination was made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Hobart Corporation and subsidiary companies at December 31, 1977, and the consolidated
results of their operations and the changes in their financial position for the year then ended, in
conformity with generally accepted accounting principles applied on a basis consistent with that of the
preceding year.
February 23, 1978
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Shareholders of
Hobart Corporation
We have examined the consolidated balance sheet of Hobart Corporation and subsidiary com
panies as of December 31, 1976, and the related consolidated statements of income, retained earnings,
and changes in financial position for the year then ended. Our examination was made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, such consolidated financial statements present fairly the financial position of the
companies at December 31, 1976, and the results of their operations and the changes in their financial
position for the year then ended, in conformity with generally accepted accounting principles applied
on a basis consistent with that of the preceding year, after giving retroactive effect to the change, with
which we concur, described under the caption “Accounting Change and Restatement” in the notes to
the consolidated financial statements.
February 24, 1977
Auditors' Opinion
Board of Directors and Stockholders
Hon Industries, Inc.
Muscatine, Iowa
We have examined the consolidated balance sheets of Hon Industries Inc. and subsidiaries as of
December 31, 1977, and the related consolidated statements of income, stockholders’ equity, and
changes in financial position for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the consolidated financial statements referred to above present fairly the consoli
dated financial position of Hon Industries Inc. and subsidiaries at December 31, 1977, and the consoli
dated results of their operations and changes in their financial position for the year then ended, in
conformity with generally accepted accounting principles applied on a basis consistent with that of the
preceding year after giving retroactive effect to the change, with which we concur, in the method of
accounting for leases as described in Note H to the Consolidated Financial Statements.
February 2, 1978
To the Board of Directors and Stockholders
Hon Industries, Inc.
Muscatine, Iowa
We have examined the accompanying consolidated balance sheet of Hon Industries Inc. and
subsidiaries as of January 1, 1977, and the related consolidated statements of income, additional
paid-in capital and retained earnings and changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our opinion, the consolidated financial statements mentioned above present fairly the financial
position of Hon Industries Inc. and subsidiaries at January 1, 1977 and the results of their operations
and changes in their financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with the preceding year after giving retroactive
effect to the change, with which we concur, in the method of accounting for leases as described in Note
H of the Notes to Consolidated Financial Statements.
January 31, 1977 except for the effect of the change described in Note H of the Notes to Consolidated
Financial Statements as to which the date is February 2, 1978.
Independent Accountants' Report
To the Board of Directors and Shareholders of
Kaufman and Broad, Inc.
In our opinion, the accompanying consolidated balance sheet and the related statements of con
solidated operations and of changes in consolidated financial position present fairly the financial
position of Kaufman and Broad, Inc. and its subsidiaries at November 30, 1977, and the results of their
operations and the changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
Our examination of these statements was made in accordance with generally accepted auditing stan-
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dards and accordingly included such tests of the accounting records and such other auditing proce
dures as we considered necessary in the circumstances.
February 10, 1978
Kaufman and Broad, Inc.:
We have examined the consolidated balance sheet of Kaufman and Broad, Inc. and consolidated
subsidiaries as of November 30, 1976 and the related statements of consolidated operations and
changes in financial position for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the above-mentioned consolidated financial statements present fairly the financial
position of Kaufman and Broad, Inc. and consolidated subsidiaries at November 30, 1976 and the
results of their operations and the changes in their financial position for the year then ended in
conformity with generally accepted accounting principles which, except for the change, with which we
concur, in the method of accounting for certain marketable securities as described in Note 1 to the
financial statements, have been applied on a basis consistent with that of the preceding year.
January 24, 1977
Report of Independent Auditors
Shareholders and Board of Directors
Louisiana General Services, Inc.
Harvey, Louisiana
We have examined the consolidated balance sheet of Louisiana General Services, Inc. and sub
sidiaries as of September 30, 1977, and the related consolidated statements of income, shareholders’
investment and changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circum
stances.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of Louisiana General Services, Inc. and subsidiaries at September 30, 1977 and the results of
their operations and changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
November 9, 1977
Auditors' Report
To the Shareholders and Board of Directors of
Louisiana General Services, Inc.:
We have examined the consolidated balance sheet of Louisiana General Services, Inc. (a
Louisiana corporation) and consolidated subsidiaries as of September 30, 1976, and the related con
solidated statements of income, shareholders’ investment and changes in financial position for the two
years then ended. Our examination was made in accordance with generally accepted auditing stan
dards, and accordingly included such tests of the accounting records and such other auditing proce
dures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the financial position of
Louisiana General Services, Inc. and consolidated subsidiaries as of September 30, 1976, and the
results of their operations and the changes in their financial position for the two years then ended, all
in conformity with generally accepted accounting principles which, except for the change (with which
we concur) in accounting for marketable equity securities as described in Note 3 to the financial
statements, were consistently applied during the periods.
November 10, 1976.

UNCERTAINTIES—“SUBJECT TO” OPINION
Reports of Independent Accountants
To the Board of Directors and Stockholders of
Basic Resources Corporation
We have examined the accompanying consolidated balance sheet of Basic Resources Corporation
(formerly White Shield Corporation) and its subsidiaries as of December 31, 1977 and the related
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consolidated statements of income and retained earnings and of changes in financial position for the
year. Our examination was made in accordance with generally accepted auditing standards and ac
cordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
As more fully described in Notes 4 and 13, realization of the carrying value of the company’s
Indonesia oil and gas contracts, concessions and other rights is dependent upon future developments
and the company’s ability to obtain adequate financing. The eventual outcome of these matters cannot
be determined at this time.
In our opinion, subject to the effects, if any, on the consolidated financial statements of the
resolution of the uncertainties referred to in the preceding paragraph, the accompanying consolidated
financial statements examined by us present fairly the financial position of Basic Resources Corpora
tion and its subsidiaries at December 31, 1977, and the results of their operations and the changes in
their financial position for the year, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.
March 3, 1978
To the Board of Directors and Stockholders of
Basic Resources Corporation
We have examined the accompanying consolidated balance sheet of Basic Resources Corporation
(formerly White Shield Corporation) at December 31, 1976 and the related consolidated statements of
income and retained earnings and changes in financial position for the year then ended. Our examina
tion was made in accordance with generally accepted auditing standards, and accordingly included
such tests of the accounting records and such other auditing procedures as we considered necessary in
the circumstances. We did not examine the financial statements of a consolidated subsidiary which
statements reflect total assets and revenues constituting 58% and 94%, respectively, of the related
consolidated totals. These statements were examined by other independent accountants whose report
thereon has been furnished to us and our opinion expressed herein, insofar as it relates to the amounts
included for such subsidiary, is based solely upon the report of the other independent accountants.
As more fully described in Notes 4 and 13, realization of the carrying value of the Company’s
Indonesia oil and gas contract is dependent upon future developments and the Company’s ability to
obtain adequate financing. The eventual outcome of these matters cannot be determined at this time.
In our opinion, based on our examination and the report of other independent accountants, and
subject to the effects, if any, on the financial statements of the resolution of the uncertainties referred
to in the preceding paragraph, the financial statements mentioned above present fairly the consoli
dated financial position of Basic Resources Corporation at December 31, 1976, the consolidated results
of operations and the consolidated changes in financial position for the year then ended, in conformity
with generally accepted accounting principles applied on a basis consistent with that of the preceding
year.
March 28, 1977
Accountants' Report
The Shareholders and Trustees of
Beneficial Standard Mortgage Investors:
We have examined the balance sheet of Beneficial Standard Mortgage Investors as of July 31,
1977 and the related statements of operations and accumulated deficit and changes in financial position
for the year then ended. Our examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances. The financial statements for 1976 were
examined by other certified public accountants whose report appears herein.
As explained in notes A and D of “Notes to the Financial Statements”, the Trust periodically
performs a review of its real estate loans and investments, evaluates the adequacy of and adjusts the
allowance for possible losses based on its best estimate of net realizable value. While we consider that
the Trust used reasonable assumptions as to future conditions in estimating the net realizable value of
its real estate loans and investments, increases or decreases in the allowance for possible losses may
be required in the future if actual conditions differ from those assumed by the Trust.
As discussed in note I of “Notes to the Financial Statements”, the Trust is involved in certain
litigation, the ultimate outcome of which is uncertain at this time.
As described in note E of “Notes to the Financial Statements”, the Trust’s Bank Credit Agree
ments mature on December 31, 1978. The Trust expects to renew the agreements upon maturity, but
there is no assurance that it will be able to do so and the notes payable to banks under the agreements
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may be declared due and payable. Further, compliance with the Bank Credit Agreements requires
extension of the Trust’s management contract with its Manager under its present items. As discussed
in note L of “Notes to the Financial Statements”, this contract expires on December 31, 1977 and the
Manager has notified the Trust that the contract will not be extended under existing terms. Com
pliance with this requirement of the Bank Credit Agreements is, therefore, outside of the Trust’s
control. The Trust’s ability to continue as a going concern and realize the carrying value of its real
estate investments is dependent upon its ability to comply with, amend, extend or replace the Bank
Credit Agreements or to generate funds from other sources.
In our opinion, subject to the possible effects of the matters discussed in the preceding three
paragraphs, the aforementioned financial statements present fairly the financial position of Beneficial
Standard Mortgage Investors at July 31, 1977 and the results of its operations and the changes in its
financial position for the year then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.
October 7, 1977, except as to note E which is as of October 31, 1977.
Accountants’ Report
To the Trustees and Shareholders
Beneficial Standard Mortgage Investors
Glendale, California
We have examined the balance sheet of Beneficial Standard Mortgage Investors (a California real
estate investment trust) as of July 31, 1976 and 1975, and the related statements of operations,
shareholders’ equity and changes in financial position for the years then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
As shown in Notes B and C, many of the Trust’s borrowers are experiencing difficulties with the
real estate projects that collateralize the Trust’s investments and have been unable to meet their
contractual obligations to the Trust. The Trust has estimated and provided an allowance for possible
losses on its investments as described in Note D. These estimates are based on a continued improve
ment in economic conditions affecting the real estate industry, which are characterized by, among
other things, the availability of long-term financing at interest rates that stimulate real estate demand
and provide opportunities to dispose of properties in an orderly manner. Future adjustments to the
estimated allowance for possible losses may be required as the estimate is based on assumptions as to
future events.
The estimated allowance for possible losses has been computed on the basis of accounting princi
ples applicable to going concerns that assume, among other things, the continued availability of credit
and ultimate attainment of profitable operations. As discussed in Note E, the Trust has obtained a
temporary extension of its existing borrowing agreements through December 31, 1976, and is cur
rently negotiating with its lending banks for a new credit agreement. The ability of the Trust to
continue as a going concern depends on the Trust obtaining such an agreement. If an extended credit
agreement is not obtained, the Trust may be forced to liquidate certain of its investments under
unfavorable conditions to meet its obligations under the current agreements.
As described in Note H, the Trust is involved in several lawsuits related to its lending activities
and foreclosure actions and expects additional litigation, not identifiable at this date, as it continues
with foreclosure actions. Based upon information presently known to the Trust, management believes
that the Trust has meritorious defenses and should prevail in the claims asserted to the extent the
Trust will not suffer a material loss from the known litigation. However, because of the uncertainties
inherent in litigation and the likelihood of additional litigation that cannot be predicted at this time, no
assurance regarding the outcome of the litigation can be given.
In our opinion, subject to the effects of the uncertainties discussed in the three preceding para
graphs, the aforementioned financial statements present fairly the financial position of Beneficial Stan
dard Mortgage Investors at July 31, 1976 and 1975, and the results of its operations and the changes in
its financial position for the years then ended in conformity with generally accepted accounting
principles applied on a consistent basis.
October 22, 1976
Auditors’ Report
To the Shareholders and Directors
Computer Investors Group, Inc.
We have examined the consolidated balance sheet of Computer Investors Group, Inc., and sub
sidiaries and of Computer Investors Group, Inc. (Registrant), as of March 31, 1978, and the related
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statements of operations and deficit and changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances. We did not examine the financial statements of the Company’s
European subsidiaries included herein. Such statements, which reflect total assets and revenues of
63% and 62%, respectively, of consolidated totals, were examined by other independent accountants
whose reports thereon have been furnished to us and our opinion expressed herein, insofar as it
relates to the amounts included for the European subsidiaries, is based solely upon the reports of the
other independent accountants. The consolidated financial statements of Computer Investors Group,
Inc. and subsidiaries and of Computer Investors Group, Inc. (Registrant) for the fiscal year ended
March 31, 1977 were examined by other auditors whose report dated July 15, 1977 expressed an
opinion subject to the Company’s ability to recover the carrying value of its domestic IBM System/360
and related independent peripheral equipment.
We also reviewed the adjustments described in Note 2 that were applied to restate the financial
statements for the fiscal year ended March 31, 1977. In our opinion such adjustments are appropriate
and have been properly applied to such financial statements.
As more fully described in Note 6, the Company’s ability to recover the carrying value of its
domestic IBM System/360 and related independent peripheral equipment is dependent upon the
Company’s ability to achieve its projected revenues and costs.
Note 15—“Replacement Cost Data (Unaudited)” contains replacement cost information that we
did not audit and, accordingly, we do not express an opinion on such information. However, we have
applied certain limited procedures which consisted of inquiries concerning the replacement cost infor
mation, in accordance with standards established by the American Institute of Certified Public Ac
countants. As more fully described in Note 15, the Company has determined that the methodologies
specified in Regulation S-X of the Securities and Exchange Commission and interpretations thereof to
be used to compute replacement cost data and certain of the disclosure requirements are not applica
ble to the Company’s operations. Accordingly, as a result of our procedures, we do not believe that the
unaudited replacement cost data has been prepared or presented in accordance with Regulation S-X.
In our opinion based upon the aforementioned report of the other independent public accountants
and subject to the effect of such adjustments, if any, as might have been required had the outcome of
the matter referred to in the second preceding paragraph been known, the financial statements
referred to above present fairly the financial position of Computer Investors Group, Inc., and its
subsidiaries and of Computer Investors Group, Inc. (Registrant), as of March 31, 1978, and the
consolidated results of their operations and changes in financial position for the year then ended, in
conformity with generally accepted accounting principles applied on a consistent basis with the pre
ceding year as restated (see Note 2).
The examination referred to in the first paragraph included an examination of the supporting
schedules filed herewith. In our opinion and based upon the opinion of other independent accountants,
the supporting schedules present fairly the information required to be set forth therein.
July 7, 1978 except for Note 18 as to which the date is September 14, 1978
Report of Certified Public Accountants
The Board of Directors
Computer Investors Group, Inc.
We have examined the balance sheets of Computer Investors Group, Inc. (company and consoli
dated) at March 31, 1977 and the related statements of operations, deficit and changes in financial
position for the year then ended. Our examination was made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.
As more fully described in Note 2, the Company has restated the financial statements (company
and consolidated) at and for the year ended March 31, 1977 to give effect to the change, as of April 1,
1976, in the method of accounting for leases. We have not reviewed the adjustments that were applied
to restate the 1977 financial statements. Accordingly, we express no opinion as to whether such
adjustments are appropriate or whether they have been properly applied to the 1977 financial state
ments.
As more fully described in Note 6, the Company’s ability to recover the carrying value of its
domestic IBM System/360 and related independent peripheral equipment is dependent upon the
Company’s ability to achieve its projected revenues and costs.
Note 15, “Replacement cost data (unaudited)” contains replacement cost information that we did
not audit and, accordingly, we do not express an opinion on such information. However, we have
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applied certain limited procedures, which consisted of inquiries concerning the replacement cost
information, in accordance with standards established by the American Institute of Certified Public
Accountants. As more fully described in Note 15, the Company has determ ined th at the
methodologies specified in Regulation S-X of the Securities and Exchange Commission and interpre
tations thereof to be used to compute replacement cost data and certain of the disclosure requirements
are not applicable to the Company’s operations. Accordingly, as a result of our procedures, we do not
believe that the unaudited replacement cost data has been prepared or presented in accordance with
Regulation S-X.
In our opinion, subject to the effects of such adjustments, if any, as might have been required had
the outcome of the matter referred to in the second preceding paragraph been known, the financial
statements mentioned above (prior to restatement), which are not presented separately herein, pre
sent fairly the financial position of Computer Investors Group, Inc. (company and consolidated) at
March 31, 1977 and the company and consolidated results of operations and changes in financial
position for the year then ended in conformity with generally accepted accounting principles applied
on a basis consistent with that of the preceding year.
In connection with our examination of the company and consolidated financial statements of
Computer Investors Group, Inc. at March 31, 1977 and for the year then ended, we have also
examined the company and consolidated schedules included in the Company’s Form 10-K for such
year.
In our opinion, the company and consolidated schedules mentioned above (prior to restatement),
which are not presented separately herein, present fairly the information required to be stated
therein.
July 15, 1977
Reports of Independent Public Accountants
To the Shareholders and Board of Directors of
General Exploration Company:
We have examined the consolidated balance sheet of General Exploration Company (a Delaware
corporation) and subsidiaries as of December 31, 1977, and the related consolidated statements of
income, shareholders’ investment and changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our report dated March 30, 1978, our opinion was qualified as being subject to realization of
the carrying value of coal properties and claims pending in litigation. As discussed in Notes 1, 4 and 10
to the consolidated financial statements, the uncertainties giving rise to these qualifications have been
resolved and, accordingly, our opinion qualifications on these matters have been removed. In addition
to realization of the claims pending in litigation, the predecessor auditors’ report on the 1976 Consoli
dated Financial Statements was also qualified as to realization of concession costs in South Australia.
This asset was fully reserved in 1977, thereby removing the necessity for a similar qualification.
In our opinion, the consolidated financial statements referred to above present fairly the financial
position of General Exploration Company and subsidiaries as of December 31, 1977, and the results of
their operations and changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent with that of the preceding year.
We have also reviewed the entries giving effect to the transactions described in Note 1 to the
consolidated financial statements, and, in our opinion, the pro forma balances in the financial state
ments properly reflect the application of such entries to the historical consolidated balance sheet of
General Exploration Company as of December 31, 1977, and the related historical consolidated state
ment of changes in financial position for the year then ended.
May 26, 1978
To the Shareholders and Board of Directors of
General Exploration Company:
We have examined the consolidated balance sheet of General Exploration Company and sub
sidiaries as of December 31, 1976, and the related consolidated statements of income, shareholders’
investment, and changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
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At December 31, 1976 the Company has claims pending in litigation of $2,946,000 (Note 4 to
consolidated financial statements) and foreign investments, licenses and exploration costs in South
Australia of $1,006,000 (Financial Analysis F). The realization of these claims and costs is dependent
upon the outcome of legal actions and discovery of hydrocarbon reserves or sale of the properties.
In our opinion, subject to the effect on the 1976 consolidated financial statements of such adjust
ments, if any, as would have been required had the outcome of the matters referred to in the
preceding paragraph been known, the consolidated financial statements referred to above present
fairly the financial position of General Exploration Company and subsidiaries at December 31, 1976,
and the results of their operations and changes in their financial position for the year then ended, in
conformity with generally accepted accounting principles which, except for the change, with which we
concur, in the method of accounting for foreign investments, licenses and exploration costs as
explained in the Accounting Policies, have been applied on a basis consistent with that of the preced
ing year.
February 28, 1977
Report of Certified Public Accountants
The Board of Directors and Stockholders
Holly Corporation
We have examined the consolidated balance sheet of Holly Corporation and subsidiaries at July
31, 1977 and the related consolidated statements of income, stockholders’ equity and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
As described in Note 7 to the consolidated financial statements, the Company is a defendant in
certain litigation which alleges violation of federal antitrust laws and breach of contract. The outcome
of this litigation is not presently determinable.
In our opinion, subject to the effects, if any, on the consolidated financial statements of the
ultimate resolution of the matter described in the preceding paragraph, the consolidated financial
statements referred to above present fairly the consolidated financial position of Holly Corporation
and subsidiaries at July 31, 1977 and the results of its consolidated operations and changes in its
consolidated financial position for the year then ended, in conformity with generally accepted account
ing principles applied on a basis consistent with that of the preceding year.
October 7, 1977
Board of Directors and Stockholders
Holly Corporation
We have examined the consolidated balance sheet of Holly Corporation and subsidiaries as of July
31, 1976, and the related consolidated statements of earnings, stockholders’ equity and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
As more fully described in Note 7, the Company is a defendant in a lawsuit of which the outcome
is not presently determinable.
In our opinion, subject to the effect, if any, of the lawsuit mentioned above, the financial state
ments referred to above present fairly the consolidated financial position of Holly Corporation and
subsidiaries at July 31, 1976, and the consolidated results of their operations and changes in their
financial position for the year then ended, in conformity with generally accepted accounting principles
applied on a consistent basis.
October 1, 1976
Auditors’ Opinion
To the Shareholders of
Intercontinental Energy Corporation:
We have examined the consolidated balance sheet of Intercontinental Energy Corporation (a
Delaware corporation) and subsidiary as of September 30, 1977, and the consolidated statements of
operations and deficit and of changes in common stock and additional paid-in capital and of changes in
financial position and the supporting schedules listed in the accompanying index for the year then
ended. Our examination was made in accordance with generally accepted auditing standards, and
accordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
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A substantial portion of the Company’s assets consists of investments in undeveloped and proven
nonproducing properties and a producing mineral property as summarized in Note 2 to the consoli
dated financial statements. The recovery of these costs is dependent upon the success of future
operations.
In our opinion, subject to recovery of the property costs discussed in the preceding paragraph,
the accompanying financial statements present fairly the financial position of Intercontinental Energy
Corporation and subsidiary as of September 30, 1977, and the results of their operations and the
changes in their financial position and the supporting schedules listed in the accompanying index
present fairly the information required to be set forth therein, for the year then ended, all in confor
mity with generally accepted accounting principles applied on a basis consistent with that of the
preceding year.
December 6, 1977.
Report of Independent Accountants
To the Shareholders and Board of Directors of
Intercontinental Energy Corporation
We have examined the consolidated balance sheet of Intercontinental Energy Corporation and its
subsidiary as of September 30, 1976 and the related consolidated statement of operations and deficit
and the statements of common stock and additional paid-in capital and of changes in financial position
for the year then ended. Our examination was made in accordance with generally accepted auditing
standards and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
The company has made significant investments in undeveloped and proven nonproducing proper
ties as described in Note 2 to the consolidated financial statements. The realization of investments in
undeveloped and proven nonproducing properties is dependent upon the success of the company’s
future operations.
In our opinion, subject to the effect of any adjustments which may result in the event the
company’s investments in undeveloped and proven nonproducing properties are not ultimately
realized, the accompanying consolidated financial statements present fairly the financial position of
Intercontinental Energy Corporation and its subsidiary at September 30, 1976, the results of their
operations and the changes in financial position for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year.
December 28, 1976
Accountants’ Report
The Board of Directors and Shareowners
Overseas National Airways, Inc.
We have examined the financial statements of Overseas National Airways, Inc. (the “Company”)
as of December 26, 1977 and for the year then ended, listed on the accompanying table of contents,
which you are filing as part of your annual report (Form 10-K) to the Securities and Exchange
Commission. Our examination was made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances.
As described in Note 3, the delivery date of the Company’s third DC-10-30 jet aircraft has been
delayed. The Company has entered into an agreement in principle to sell this aircraft and spare engine
and associated spare parts, subject to the consents of its lenders. In the absence of the aforementioned
consents, the completion of the financing for the third DC-10-30 aircraft is contingent on, among other
things, the Company not having suffered any material adverse changes in its business up to the date of
delivery of the aircraft. As further described in Note 3, the Company has continued to incur losses
from operations, and its ability to complete such financing, if necessary, may be dependent upon its
ability to return to profitable operations or find other means to satisfy its lenders, which may include
the sale or lease of its aircraft. The outcome of these matters is not presently determinable.
In our opinion, subject to the effects, if any, of the ultimate resolution of the matters discussed in
the preceding paragraph, such financial statements present fairly the financial position of the Com
pany at December 2 6 , 1977 and the results of its operations and changes in its financial position for the
year then ended, in conformity with generally accepted accounting principles applied on a basis
consistent with that of the preceding year, except for the changes, with which we concur, described in
Note 2 to the financial statements.
April 25, 1978
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Accountants’ Report
The Board of Directors
Overseas National Airways, Inc.
We have examined the financial statements of Overseas National Airways, Inc. for the year
ended December 31, 1976 listed in the accompanying table of contents. Our examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
The Company’s operating difficulties, evidenced by its 1976 operating results, were discussed in
the notes to the financial statements for the year ended December 31, 1976 at the date of our report
thereon. The notes included statements that:
“Management is continuing to evaluate the Company’s operations and the various alternatives
available to it, including the sale or lease of certain of its aircraft. The Company is also reviewing
the composition of its fleet of DC8-60 series jet aircraft with a view toward standardization.”
“The ability of the Company to carry on continuing operations is dependent upon the willingness
of its lenders to conclude the agreed upon financing for the purchase of the DC10-30 series jet
aircraft; the ability of the Company to generate sufficient working capital from its operations; and
the ability of the Company to meet its projections as to operating results, including the ultimate
return to profitable operations.”
In our opinion, subject to the effects on the financial statements of the ultimate resolution of the
matters discussed in the preceding paragraph, the financial statements listed in the accompanying
table of contents present fairly the financial position of Overseas National Airways, Inc. at December
31, 1976 and the results of operations and changes in financial position for the year then ended, in
conformity with generally accepted accounting principles applied on a consistent basis with that of the
preceding year.
The statement of operations for the year ended December 31, 1976 indicates pro forma amounts
assuming the changes in accounting policies described in Note 2 to the financial statements had been
made retroactively. The changes were made in 1977, subsequent to the date of our report indicated
herein and, accordingly, we take no responsibility for the appropriateness of the changes in accounting
policies or the related pro forma amounts assuming the changes had been made retroactively.
April 6, 1977
Report of Independent Certified Public Accountants
Board of Directors
The Robino-Ladd Copmpany
Miami, Florida
We have examined the consolidated balance sheet of The Robino-Ladd Company as at December
31, 1977, and the related consolidated statements of income, shareholders’ equity and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
As discussed in Note 5, a substantial portion of the Company’s inventory of real estate is carried
at estimated net realizable value. The ultimate realization of inventory of real estate may vary
materially from amounts presently estimated, due to changes in market conditions or other unpredict
able circumstances.
As discussed in Note 12, the Company is presently contesting assessments of property taxes
proposed by the Puerto Rican government for the years 1972 through 1977, of approximately
$1,200,000. It is impossible to determine the extent of the Company’s liability, if any, at this time.
In our opinion, subject to the effects on the financial statements of such adjustments, if any, as
might have been required had we been able to determine the ultimate realization of the inventory of
real estate and the outcome of the property tax matters referred to in the preceding paragraphs, the
financial statements referred to above present fairly the consolidated financial position of The
Robino-Ladd Company at December 31, 1977, and the consolidated results of its operations and
changes in its financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.
March 10, 1978
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To the Board of Directors and Shareholders
The Robino-Ladd Company
Miami, Florida
We have examined the consolidated balance sheet of the Robino-Ladd Company as of December
31, 1976, and the related consolidated statements of income, shareholders’ equity, and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
The Company carries its inventory of real estate at the lower of cost or estimated net realizable
value and, as discussed in Note 5, a substantial portion of the Company’s inventory is currently stated
at net realizable value. The determination of net realizable value is inherently uncertain since it
requires estimates as to future events and conditions. Accordingly, ultimate realization of the Com
pany’s inventory of real estate is subject to change in market conditions or other unpredictable
influences which may cause ultimate realizations to be materially different from amounts presently
estimated.
In our opinion, subject to the effect, if any, of changes in market conditions or other unpredictable
influences on the ultimate realization of the Company’s inventory of real estate, the financial state
ments referred to above present fairly the consolidated financial position of The Robino-Ladd Com
pany as of December 31, 1976, and the consolidated results of operations and consolidated changes in
financial position for the year then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.
March 29, 1977
Report of Independent Certified Public Accountants
To the Board of Directors and Shareholders
San Fernando Electric Manufacturing Co.
San Fernando, California
We have examined the consolidated balance sheet of San Fernando Electric Manufacturing Co. as
of October 31, 1977, and the related consolidated statements of income, stockholders’ equity, and
changes in financial position for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
As more fully described in Note 7, the U.S. Customs Service is investigating the Company’s
importing activities. The Company has expended substantial effort to estimate its duty liability and
has deposited $143,544 with Customs for items relating to the period 1968 to 1974. The Company is not
presently able to predict the outcome of the Customs matter or the adequacy of the amount provided;
however, the resolution of the Customs matter could have a materially adverse effect on the financial
position and results of operations of the Company.
In our opinion, subject to the effect, if any, of adjustments required by the resolution of the
Customs investigation referred to in the preceding paragraph, the financial statements referred to
above present fairly the consolidated financial position of San Fernando Electric Manufacturing Co. as
of October 31, 1977, and the results of its operations and the changes in its financial position for the
year then ended, in conformity with generally accepted accounting principles applied on a basis
consistent with that of the preceding year.
February 10, 1978
To the Board of Directors and Shareholders
San Fernando Electric Manufacturing Co.
San Fernando, California
We have examined the consolidated balance sheet of San Fernando Electric Manufacturing Co.
and its subsidiary companies as at October 3 1 , 1976 and the related consolidated statements of income,
stockholders’ equity, and changes in financial position for the year then ended. Our examination was
made in accordance with generally accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.
As more fully described in Note 7, the U.S. Customs Service is investigating the Company’s
importing activities. The Company has expended substantial effort to estimate its duty liability and
has deposited this amount with Customs for items relating to the period 1968 to October 31, 1974. The
Company is not presently able to predict the outcome of the Customs matter or the adequacy of the
amount provided; however, the resolution of the Customs matter could have a materially adverse
effect on the financial position and the results of operations of the Company.
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In our opinion, subject to resolution of the Customs matter referred to in the preceding para
graph, the accompanying consolidated financial statements present fairly the consolidated financial
position of San Fernando Electric Manufacturing Co. and its subsidiary companies at October 3 1 , 1976
and the consolidated results of its operations and changes in financial position for the year then ended,
in conformity with generally accepted accounting principles applied on a basis consistent with that of
the preceding year.
January 7, 1977
Report of Certified Public Accountants
1977
The Board of Directors and Shareholders of
United Brands Company
We have examined the accompanying consolidated balance sheet of United Brands Company and
subsidiary companies at December 31, 1977 and the related consolidated statements of income and
income retained in the business and changes in financial position for the year then ended. Our
examination was made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.
In our opinion, the financial statements mentioned above present fairly the consolidated financial
position of United Brands Company and subsidiary companies at December 31, 1977 and the consoli
dated results of operations and changes in financial position for the year then ended, in conformity
with generally accepted accounting principles which, except for the change, with which we concur, to
the last-in, first-out method of valuing certain inventories as described in Note 4, have been applied on
a basis consistent with that of the preceding year.
March 10, 1978
1976
To the Board of Directors and Shareholders of
United Brands Company
We have examined the consolidated balance sheet of United Brands Company and subsidiary
companies as of December 31, 1976, and the related consolidated statements of income and income
retained in the business and of changes in financial position for the year. Our examination was made in
accordance with generally accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the circumstan
ces.
As described in Note 5, the Company has decided that further study of the continuing value of the
excess of cost over the fair value of identifiable net assets acquired in connection with the acquisition
of United Fruit Company is appropriate. The effect of the conclusions of this review on the financial
position of the Company cannot be determined at this time.
In our opinion, subject to the effect, if any, of the review referred to in the preceding paragraph,
the consolidated financial statements examined by us present fairly the financial position of United
Brands Company and subsidiary companies at December 31, 1976, and the results of their operations
and the changes in their financial position for the year, in conformity with generally accepted account
ing principles applied on a basis consistent with that of the preceding year.
February 24, 1977

USE OF ANOTHER AUDITOR
Auditors’ Report
To the Stockholders and Board of Directors of
Granger Associates
We have examined the consolidated balance sheet of Granger Associates and subsidiaries as of
August 3 1 , 1977, and the related consolidated statements of income, stockholders’ equity, and changes
in financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances. We did not examine the
financial statements of Granger Associates Limited, a consolidated foreign subsidiary, which state
ments reflect assets and revenues constituting 34% and 39%, respectively, of the related consolidated
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totals. These statements were examined by other auditors whose report thereon had been furnished
to us, and our opinion expressed herein, insofar as it relates to the amounts included for Granger
Associates Limited, is based solely upon the report of such other auditors.
In our opinion, based upon our examination and the report of other auditors referred to above, the
above mentioned consolidated financial statements present fairly the financial position of Granger
Associates and subsidiaries at August 31, 1977 and the results of their operations and the changes in
their financial position for the year then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the preceding year.
October 10, 1977
Accountants' Report
To the Stockholders and Board of Directors of
Granger Associates
Menlo Park, California
We have examined the consolidated balance sheet of Granger Associates and Subsidiaries as of
August 3 1 , 1976, and the related consolidated statements of income, stockholders’ equity, and changes
in financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances. We did not examine the
financial statements of Granger Associates Limited, a consolidated foreign subsidiary, which state
ments reflect total assets and revenues constituting 34% and 42% of the related consolidated totals.
These statements were examined by other auditors whose report thereon was furnished to us, and our
opinion expressed herein, insofar as it relates to the amounts included for Granger Associates
Limited, is based solely upon the report of the other auditors.
In our opinion, based upon our examination and the report of other auditors, the financial state
ments identified above present fairly the financial position of Granger Associates and Subsidiaries
consolidated at August 31, 1976, and the results of their operations and the changes in their financial
position for the year then ended, in conformity with generally accepted accounting principles applied
on a consistent basis.
October 29, 1976
Report of Certified Public Accountants
The Board of Directors and Stockholders
Sprague Electric Company
We have examined the consolidated balance sheet of Sprague Electric Company and subsidiaries
at December 31, 1977 and the related consolidated statements of earnings, stockholders’ equity and
changes in financial position for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances. With respect to
the Company’s investment in Mostek Corporation of $11,746,000 at December 3 1 , 1977 and the related
equity in net income of $2,123,000 for the year then ended, we have received the report of other
independent auditors on their examination of the financial statements of such company. Our opinion
expressed herein, insofar as it relates to the amounts included for Mostek Corporation, is based solely
upon the report of other independent auditors.
In our opinion, based on our examination and the report of other independent auditors referred to
above, the statements mentioned above present fairly the consolidated financial position of Sprague
Electric Company and subsidiaries at December 31, 1977 and the consolidated results of operations
and changes in financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.
In connection with our examination of the consolidated financial statements of Sprague Electric
Company and subsidiaries at December 31, 1977 and for the year then ended, we have also examined
the supporting schedules as listed in the accompanying index to financial statements and schedules. In
our opinion, such schedules present fairly the information required to be stated therein.
February 23, 1978
Reports of Certified Public Accountants
To the Stockholders of
Sprague Electric Company
We have examined the consolidated balance sheet of Sprague Electric Company (a subsidiary of
General Cable Corporation) and Subsidiaries as of December 31, 1976 and the related consolidated
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statements of earnings, stockholders’ equity and changes in financial position for the year then ended.
Our examination was made in accordance with generally accepted auditing standards, and accord
ingly, included such tests of the accounting records and such other auditing procedures as we consid
ered necessary in the circumstances. The consolidated financial statements of Mostek Corporation,
an affiliated company, were examined by other auditors whose report thereon has been furnished to
us, and our opinion, insofar as it relates to the amounts included as equity in net earnings of affiliates
and investments in affiliates (Note 3) is based solely on the report of the other auditors.
In our opinion, based upon our examination and the report of other auditors, the consolidated
financial statements referred to above present fairly the consolidated financial position of Sprague
Electric Company and Subsidiaries at December 31, 1976, and the consolidated results of their opera
tions and changes in their financial position for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year.
In connection with our examination of the consolidated financial statements as of December 31,
1976 and for the year then ended, we have also examined the schedules listed in the accompanying
index. In our opinion, such schedules present fairly the information required to be set forth therein.
February 23, 1977
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REVISION OF PREVIOUS REPORT

Nine examples are presented of reissued auditor’s reports by predecessor auditors in which a
revision was made of the report. The report of the successor auditor on the financial statements of
the current year is also presented for each example. The examples are classified according to the
reason the reissued report of the predecessor auditor was revised.
ARISING OF AN UNCERTAINTY
Reports of Certified Public Accountants
The Board of Directors and Stockholders
J. Ray McDermott & Co., Inc.
We have examined the accompanying consolidated balance sheet of J. Ray McDermott & Co., Inc.
and subsidiaries at March 31, 1978 and the related consolidated statements of income and retained
earnings and changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. The financial statements of J. Ray McDermott & Co., Inc. and subsidiaries for the year
ended March 31, 1977 were examined by other auditors whose opinion, as reissued and dated May 31,
1977 and November 10, 1977, was qualified as being subject to the effects of such adjustments, if any,
as might have been required had the outcome of the grand jury investigation discussed in Note 8 to the
financial statements been known.
As discussed in Note 8 to the financial statements, the Company is the subject of a grand jury
investigation which appears to be focused on possible antitrust violations. The ultimate outcome of
this investigation is not presently known, and no provision for liability, if any, that might result from
such investigation has been made in the financial statements.
In our opinion, subject to the effects, if any, on the financial statements of the ultimate resolution
of the matter discussed in the preceding paragraph, the statements mentioned above present fairly
the consolidated financial position of J. Ray McDermott & Co., Inc. and subsidiaries at March 31, 1978
and the consolidated results of operations and changes in consolidated financial position for the year
then ended, in conformity with generally accepted accounting principles applied on a basis consistent
with that of the preceding year.
May 31, 1978
To the Shareholders and Board of Directors of
J. Ray McDermott & Co., Inc.
We have examined the consolidated balance sheet of J. Ray McDermott & Co., Inc. and sub
sidiaries as of March 31, 1977 and the related consolidated statements of income and retained earnings
and changes in financial position for the year then ended. Our examination was made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances.
As more fully described in the first paragraph of Note 8 to the Consolidated Financial State
ments, J. Ray McDermott & Co., Inc. is the subject of a grand jury investigation which appears to be
focused on possible antitrust violations. Since the outcome of this investigation is not presently
known, no provision for liability, if any, which may result has been made in the financial statements.
In our opinion, subject to the effects, if any, of the ultimate resolution of the matter discussed in
the preceding paragraph, the accompanying consolidated financial statements referred to above pre
sent fairly the financial position of J. Ray McDermott & Co., Inc. and subsidiaries at March 31, 1977
and the results of their operations and changes in their financial position for the year then ended, in
conformity with generally accepted accounting principles applied on a basis consistent with that of the
preceding year.
May 31, 1977 except as to the first paragraph of Note 8 as to which the date is November 10, 1977.
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RESTATEMENT OF FINANCIAL STATEMENTS
Accountants’ Reports
To the Stockholders of
Hayes-Albion Corporation:
We have examined the consolidated balance sheet of Hayes-Albion Corporation (a Delaware
Corporation) and subsidiaries as of July 31, 1977, and the related statements of earnings, stockholders’
equity and changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
In our opinion, the 1977 financial statements referred to above present fairly the financial position
of Hayes-Albion Corporation and subsidiaries as of July 31, 1977, and the results of their operations
and changes in their financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.
September 16, 1977.

The Board of Directors and Stockholders
Hayes-Albion Corporation:
We have examined the consolidated balance sheet of Hayes-Albion Corporation and subsidiaries
as of July 31, 1976, and the related statements of earnings, stockholders’ equity and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
During the year ended July 31, 1977, the Company approved a plan for the disposition of certain
of its operations as more fully described in paragraph one of Note 2 to the consolidated financial
statements. The 1976 financial statements have been restated to segregate such discontinued opera
tions.
In our opinion, the aforementioned consolidated financial statements (as restated), present fairly
the financial position of Hayes-Albion Corporation and subsidiaries at July 31, 1976, and the results of
their operations and changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles applied on a consistent basis, except for the change, with
which we concur, in the method of valuing inventories as described in Note 1 to the consolidated
financial statements.
September 15, 1976, except for the second paragraph of this report, which is as of September 16, 1977.

Auditors’ Report
To the Shareholders and Board of Directors of
Kawecki Berylco Industries, Inc.
We have examined the consolidated balance sheet of Kawecki Berylco Industries, Inc. and its
subsidiaries as of December 31, 1977 and the related statements of consolidated income and retained
earnings and of consolidated changes in financial position for the year then ended. Our examination
was made in accordance with generally accepted auditing standards and accordingly included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. We did not examine the financial statements of certain less than majority owned
companies accounted for on the equity basis, which statements reflect net assets and net income
constituting 7.9 percent and 11.6 percent, respectively, of the related consolidated totals. These
statements were examined by other auditors whose reports thereon have been furnished to us, and
our opinion expressed herein, insofar as it relates to the amounts included for these companies, is
based solely upon the reports of the other auditors.
In our opinion, based upon our examination and the reports of other auditors, the accompanying
consolidated balance sheet and statements of consolidated income and retained earnings and consoli
dated changes in financial position present fairly the financial position of Kawecki Berylco Industries,
Inc. and its subsidiaries at December 31, 1977, and the results of their operations and the changes in
their financial position for the year then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the preceding year.
February 16, 1978
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Kawecki Berylco Industries, Inc.
We have examined the consolidated balance sheet of Kawecki Berylco Industries, Inc. and its
subsidiaries as of December 31, 1976 and the related statements of consolidated income and retained
earnings and of changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances.
The Company has restated and reclassified the above-mentioned consolidated financial state
ments for the retroactive application of Statement 13, Accounting for Leases, of the Financial Ac
counting Standards Board as described in Note 7 to the Consolidated Financial Statements.
In our opinion, the above-mentioned consolidated financial statements present fairly the financial
position of Kawecki Berylco Industries, Inc. and its subsidiaries at December 31, 1976 and the results
of their operations and the changes in their financial position for the year then ended, in conformity
with generally accepted accounting principles applied on a basis consistent with that of the preceding
year, after restatement and reclassification (with which we concur) as referred to in the preceding
paragraph.
February 28, 1977 (February 16, 1978 as to the second paragraph above)

RESOLUTION OF AN UNCERTAINTY
Reports of Independent Accountants
To the Board of Directors and Shareholders of
Intercontinental Diversified Corp.
We have examined the financial statements and schedules of Intercontinental Diversified Corp.
as at October 31, 1977, and for the year then ended, as listed in the accompanying index under item 13.
Our examination was made in accordance with generally accepted auditing standards and, accord
ingly, included such tests of the accounting records and such other auditing procedures as we con
sidered necessary in the circumstances. We did not examine the financial statements (not presented
separately herein) for the year ended October 31, 1977 of The Grand Bahama Port Authority Limited
and Freeport Commercial and Industrial Limited, two consolidated subsidiaries whose statements
reflect assets, revenues and net income constituting approximately 36%, 44% and 49% of the related
consolidated totals. These statements were examined by other auditors whose reports thereon (which
appear elsewhere herein) have been furnished to us, and our opinion expressed herein, insofar as it
relates to the amounts included for The Grand Bahama Port Authority Limited (see qualification in
other auditors’ report as to amounts not considered material to the accompanying consolidated finan
cial statements) and Freeport Commercial and Industrial Limited is based solely upon the reports of
the other auditors.
As disclosed in Note 1, the Company has elected, as a matter of policy, to curtail land sales to
U.S. residents until such time as management may determine that it would be in the best interest of
the Company to resume such sales. Land sales in the fiscal year 1977 were nominal. Accordingly, the
ultimate recovery of the carrying value of land and improvements held for sale, in the amount of
$11,812,000, is presently uncertain.
As described in Note 13, the Company is currently subject to certain claims and litigation,
including an unasserted claim. An estimate of the final outcome of these matters is not presently
determinable and no provision has been made in the financial statements for the effect, if any, of such
claims and litigation.
As more fully described in Note 13, the Company is subject to an investigation into possible
questionable payments and other matters, including the matters referred to in Note 16. As described
in Note 16, in April 1976 $3,000,000 was recovered by the Company representing funds disbursed
during prior years which had not been applied for the purposes originally intended. In addition to this
recovery, the Company reported discovery of other disbursements amounting to $663,000 at October
31, 1977, of which an undetermined portion may have been used for the purposes originally intended.
The Company’s investigation is continuing to determine whether further funds have been improperly
disbursed and whether such funds, if any, in addition to those described above, are recoverable. The
final outcome of the investigation is not presently determinable.
In our opinion, based upon our examination and the reports of other auditors, subject to the
effects, if any, of the ultimate resolution of the matters discussed in the second, third and fourth
paragraphs above, the aforementioned financial statements present fairly the consolidated financial
position of Intercontinental Diversified Corp. and subsidiaries, and the financial position of Intercon-
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tinental Diversified Corp. at October 31, 1977 and the results of their operations and changes in their
financial position for the year then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.
January 31, 1978
To the Board of Directors and Shareholders
of Intercontinental Diversified Corp.
We have examined the consolidated financial statements of Intercontinental Diversified Corp. for
the year ended October 3 1 , 1976, as listed in the accompanying index under Item 13. Our examination
was made in accordance with generally accepted auditing standards and accordingly included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances. We did not examine the financial statements (not presented separately herein) for the
year ended October 31, 1976 of The Grand Bahama Port Authority, Limited and Freeport Commercial
and Industrial Limited, two consolidated subsidiaries whose statements reflect assets and revenues
constituting 37% and 33% respectively of the related consolidated totals and whose net income of
$5,253,193 (before Group eliminations) accounted for a credit to the consolidated statement of loss.
These statements were examined by other auditors whose reports thereon (which appear elsewhere
herein) have been furnished to us and our opinion expressed herein, insofar as it relates to the
amounts included for The Grand Bahama Port Authority, Limited (see qualification in other auditor’s
report as to amounts not considered material to the accompanying consolidated financial statements)
and Freeport Commercial and Industrial Limited is based solely upon the reports of the other au
ditors.
In our report dated January 17, 1977 (except as to Notes 16(a) and 23 in the 1976 Annual Report
for which the date was February 17, 1977), our opinion on the 1976 consolidated financial statements
was qualified as being subject to the effects on the 1976 consolidated financial statements of such
adjustments, if any, as might have been required had the outcome of (i) certain litigation (ii) a tax
assessment and (iii) the announced proposal to dispose of the Company’s Bahamian Assets been
known. As explained in Note 13 (i) management was able, as of May 15, 1977, to quantify the
settlement of the litigation and, except for an estimate of the minimum contribution to the settlement
which was provided in 1976, has accounted for it in 1977, (ii) the potential tax assessment was
quantified on September 26, 1977, as to its maximum amount and has been accounted for in 1977 and
(iii) as further described in Note 1, on March 16, 1977, management abandoned its proposal to dispose
of the Company’s Bahamian Assets. Accordingly, our present opinion on the 1976 consolidated finan
cial statements, as presented herein, is no longer qualified with respect to these matters.
As disclosed in Note 12 to the 1977 consolidated financial statements the 1976 consolidated
financial statements have been reclassified to reflect Bahamas Amusements Limited as a discontinued
operation.
On February 20, 1978, management informed us of the following matters which occurred after the
date of our report on the October 31, 1976 consolidated financial statements:
a) With respect to a lawsuit against Development described in Note 16(d) to the 1976 consoli
dated financial statements (Note 13(f) in 1977) counsel advised the Company that during 1977
there have been changes in case law bearing on this action. As a result, counsel and management
are no longer able to represent that the likelihood of this action being admitted as a class action is
remote.
b) As of the date of our report on the 1976 consolidated financial statements, management
represented that land inventory was saleable and that no future losses were anticipated on
realization. However, management has now informed us that they are uncertain as to the even
tual recovery of land inventory which at October 31, 1976 amounted to $15,325,000 (see Notes 1
and 6).
c) As described in Note 13(g), a possible unasserted claim exists in connection with the
reorganisation of the group in the fiscal year 1975. At this time management cannot determine
whether or not a claim will be asserted and, if so, what the ultimate resolution and impact, if any,
on the consolidated financial statements will be.
Accordingly, our present opinion on the 1976 consolidated financial statements is now qualified
with respect to the foregoing matters.
As described in Notes 13(b) and (f) the Company is a defendant in a number of legal actions filed
against the Company subsequent to the date of our report on the 1976 consolidated financial state
ments. These actions are in the initial motion stages and management and counsel are unable to
determine their ultimate resolution. In view of the possible significance of the matters referred to in
this paragraph, our present opinion on the 1976 consolidated financial statements as presented herein
is also qualified with respect to the foregoing matters.
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As disclosed in Note 19 to the 1976 consolidated financial statements (see Note 16 in 1977), in
April 1976 the Company received an amount of $3,000,000 and was investigating the possibility that
other disbursements totalling $403,500 may not have been applied for the purposes intended. Man
agement accounted for the $3,000,000 by reducing the cost of an investment in a subsidiary company
by $1,950,000 and crediting $1,050,000 to other income in the year ended October 31, 1976. We were
informed by the Company on February 20, 1978 that further disbursements totalling $259,000 may not
have been applied for the purposes intended, as disclosed in Note 16. Also as discussed in Note 13(a),
on January 6, 1978 the United States Securities and Exchange Commission (SEC) commenced an
enforcement action against the Company. Based on the foregoing, we continue to be unable to express
an opinion as to whether or not the accounting treatment adopted by management in respect of this
receipt is appropriate, and therefore the effect, if any, which this receipt and resolution of the
Company’s investigation and the SEC enforcement action ultimately will have on the consolidated
financial statements.
In our opinion, based upon our examination and the reports of other auditors, and subject to the
effects of such adjustments on the consolidated financial statements, if any, as might have been
required had the outcome of the uncertainties referred to in the fourth, fifth and sixth paragraphs
herein been known, the consolidated financial statements examined by us present fairly the financial
position of Intercontinental Diversified Corp. and its subsidiaries, and of Intercontinental Diversified
Corp. (Parent Co.) at October 31, 1976, the results of their operations and the changes in their
financial position for the year then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the previous year.
January 17, 1977, except as to the matters described in paragraphs 2 and 3 for which the date is
January 31, 1978 and paragraphs 4 through 6 for which the date is February 20, 1978.

Report of Independent Accountants—1977
To the Shareholders and Board of Directors of
Litronix, Inc.
We have examined the consolidated balance sheet of Litronix, Inc. and its subsidiaries as of
December 31, 1977 and the related consolidated statements of operations, shareholders’ equity (capi
tal deficit) and of changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. We did not examine the financial statements of the Company’s consolidated subsidiary
located in Mauritius, which subsidiary held assets constituting 8% of the consolidated total assets.
These statements were examined by other auditors whose report thereon has been furnished to us,
and our opinion expressed herein, insofar as it relates to the amounts included for such subsidiary, is
based solely upon the report of other auditors.
The accompanying financial statements include estimated amounts of refundable Customs duties
and of future cost with respect to warranty obligations of the discontinued consumer products opera
tion. The actual amounts, as explained in Notes 7 and 12, cannot be precisely determined at this time
and will ultimately depend upon future developments. Because these amounts are estimates, some
adjustments may be required in the future.
In our opinion, based upon our examination and the report of other auditors, and subject to the
effects of such adjustments, if any, as might have been required had the outcome of the matters
referred to in the preceding paragraph been known, the consolidated financial statements examined
by us present fairly the financial position of Litronix, Inc. and its subsidiaries at December 31, 1977,
and the results of their operations and the changes in their financial position for the year then ended,
in conformity with generally accepted accounting principles applied on a basis consistent with that of
the preceding year.
March 24, 1978
Report of Independent Accountants—1976
The Board of Directors and Shareholders,
Litronix, Inc.:
We have examined the consolidated balance sheet of Litronix, Inc., and subsidiaries as of De
cember 31, 1976, and the related consolidated statements of operations, shareholders’ equity and
changes in financial position for the year then ended. Except as explained in the following paragraph,
our examination was made in accordance with generally accepted auditing standards and accordingly
included such tests of the accounting records and such other auditing procedures as we considered
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necessary in the circumstances. We did not examine the financial statements of certain consolidated
foreign subsidiaries, which statements reflect total assets and revenues constituting 23 percent and 5
percent, respectively, of the related consolidated totals. These statements were examined by other
auditors whose reports thereon have been furnished to us, and our opinion expressed herein, insofar
as it relates to the amounts included for those subsidiaries, is based upon the reports of the other
auditors.
During 1976, the Company substantially reduced its operations in West Germany (see Note 2). In
this connection, all accounting personnel in Germany were terminated and most accounting records
were found not to be susceptible to audit. As a result, it was not possible for us to examine records
pertaining to assets and revenues constituting 14 and 16 percent, respectively, of the related consoli
dated totals.
Our opinion dated June 6, 1977 (except for certain matters specified therein, as to which the date
is July 1, 1977) on the 1976 financial statements was qualified subject to the possible effects of certain
matters including the ability of the Company to continue as a going concern. This qualification was
considered necessary in view of the substantial operating losses during the year ended December 31,
1976 and the Company’s inability to meet its obligations as they become due; the discontinuance of the
consumer related products portion of its business; and the filing for protection under Chapter XI of the
Federal Bankruptcy Act in connection with an agreement, subject to significant conditions, to transfer
control of the Company to Siemens, A G, a West Germany company. However, due to mitigation or
resolution of the conditions that required a qualified opinion for the year ended December 31, 1976,
this qualification is no longer considered necessary. Accordingly, our present opinion on the 1976
financial statements is different from that expressed in our previous report.
In our opinion, based upon our examination and the reports of other auditors, and except for the
effects of such adjustments, if any, as might have been determined to be necessary had we been able
to examine records pertaining to operations in West Germany, the accompanying consolidated balance
sheet and consolidated statements of operations, shareholders’ equity and changes in financial position
present fairly the consolidated financial position of Litronix, Inc. and subsidiaries at December 31,
1976 and the consolidated results of operations and changes in financial position for the year then
ended in conformity with generally accepted accounting principles applied on a basis consistent with
that of the preceding year.
June 6, 1977 (Except for the matters discussed in the third paragraph hereof as to which the date is
March 24, 1978).
Auditors’ Reports
To the Board of Trustees and Shareholders of
Northeast Utilities:
We have examined the consolidated balance sheet and consolidated statement of capitalization of
Northeast Utilities (a Massachusetts trust) and subsidiaries as of December 31, 1977, and the related
consolidated statements of income, retained earnings, capital surplus, paid in and sources of funds for
gross property additions for the year then ended. Our examination was made in accordance with
generally accepted auditing standards, and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present fairly the financial position of
Northeast Utilities and subsidiaries as of December 31, 1977, and the results of their operations and
the sources of funds for gross property additions for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year.
February 15, 1978.
The Board of Trustees
Northeast Utilities:
We have examined the consolidated balance sheet and statement of capitalization of Northeast
Utilities and subsidiaries as of December 31, 1976 and the related consolidated statements of income,
retained earnings, capital surplus, paid in and sources of funds for gross property additions for the
year then ended. Our examination was made in accordance with generally accepted auditing stan
dards, and accordingly included such tests of the accounting records and such other auditing proce
dures as we considered necessary in the circumstances.
In our report dated February 11, 1977, our opinion on the 1976 financial statements was qualified
subject to the effect, if any, of the final outcome of pending rate matters. As explained in Note 2 of
Notes to Consolidated Financial Statements such matters were substantially resolved during 1977;
accordingly, our present opinion on the 1976 financial statements, as presented herein, is not now
qualified with respect thereto.
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In our opinion, the aforementioned financial statements present fairly the financial position of
Northeast Utilities and subsidiaries at December 31, 1976 and the results of their operations and the
changes in their financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.
February 11, 1977, except as to the resolution of rate matters described in Note 2 of Notes to
Consolidated Financial Statements which is as of June 29, 1977.
Auditors’ Opinion
To the Board of Directors and Stockholders of
NVF Company
We have examined the consolidated financial statements listed in the accompanying index of NVF
Company and its subsidiaries and NVF Company (registrant) as of December 31, 1977 and for the
year. Our examination was made in accordance with generally accepted auditing standards and ac
cordingly included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances. We did not examine the financial statements of UV
Industries, Inc., an investment accounted for under the equity method, which investment and earn
ings represent 10% of consolidated total assets and 36% of consolidated net earnings, respectively.
These statements were examined by other auditors whose report thereon has been furnished to us,
and our opinion expressed herein, insofar as it relates to the amounts included for UV Industries, Inc.,
is based solely upon the report of the other auditors.
In our opinion, based upon our examination and the report of other auditors, the consolidated
financial statements present fairly the financial position of NVF Company and its subsidiaries and
NVF Company (registrant) at December 31, 1977 and the results of their operations and the changes
in their financial position for the year, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.
March 28, 1978
Accountants’ Report
The Board of Directors and Stockholders
NVF Company:
We have examined the financial statements and related schedules of NVF Company and NVF
Company and subsidiaries (the Company) as of and for the year ended December 31, 1976 as listed in
the accompanying index. Our examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances as explained in our report originally
issued under date of May 5, 1977.
In our report originally issued under date of May 5, 1977, our opinion on the 1976 financial
statements was qualified as being subject to the effect on the 1976 financial statements of such
adjustments, if any, as might have been required had the outcome of several lawsuits as well as an
anticipated Securities and Exchange Commission (SEC) enforcement proceeding been known. As
explained in note 15 to the financial statements, the SEC enforcement proceeding was settled and a
judgment was entered in favor of the Company in connection with certain litigation. Accordingly, our
present opinion on the 1976 financial statements, as presented herein, is different from that expressed
in our report as originally issued.
In our opinion, the aforementioned financial statements present fairly the financial position of
NVF Company and NVF Company and subsidiaries at December 31, 1976 and the results of their
operations and changes in their financial position for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the preceding year; and the
supporting schedules for the year ended December 31, 1976 (not presented herein), in our opinion,
present fairly the information set forth therein.
May 5, 1977, except as to the second paragraph above and note 15, which are as of March 28, 1978.
Reports of Certified Public Accountants
The Board of Directors and Stockholders
Palomar Financial
We have examined the consolidated balance sheet of Palomar Financial and subsidiaries as of
June 3 0 , 1978 and the related consolidated statements of earnings, stockholders’ equity and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly, included such tests of the accounting records and such
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other auditing procedures as we considered necessary in the circumstances. The consolidated financial
statements for 1977 were examined by other certified public accountants.
In our opinion, the aforementioned consolidated financial statements present fairly the financial
position of Palomar Financial and subsidiaries at June 30, 1978 and the results of their operations and
the changes in their financial position for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.
September 8, 1978
The Board of Directors and Stockholders
Palomar Financial
We have examined the accompanying consolidated balance sheet of Palomar Financial at June 30,
1977 and the related consolidated statements of earnings (loss), stockholders’ equity and changes in
financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
In our report dated September 8, 1977, our opinion on the 1977 consolidated financial statements
was qualified as to the ultimate resolution of certain litigation. As explained in Note 15, such litigation
was settled in September, 1978 and the cost of the settlement was charged to 1978 operations.
Accordingly, our present opinion on the 1977 consolidated financial statements, as presented herein,
does not include the qualification.
In our opinion, the statements mentioned above present fairly the consolidated financial position
of Palomar Financial at June 30, 1977 and the consolidated results of operations and changes in
financial position for the year then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.
September 8, 1977, except as to Note 15 as to which the date is September 8, 1978
Auditors’ Opinion
To the Board of Directors and Stockholders of
World Service Life Insurance Company
We have examined the consolidated balance sheet of World Service Life Insurance Company and
subsidiaries as of December 31, 1977 and the related consolidated statements of income and stockhold
ers’ equity and of changes in financial position for the year then ended. Our examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary in the cir
cumstances. The financial statements of World Service Life Insurance Company and subsidiaries for
the year ended December 31, 1976, were examined by other auditors whose report dated May 3 , 1977,
contained a qualification which subsequently has been removed.
In our opinion, the financial statements referred to above present fairly the consolidated financial
position of World Service Life Insurance Company and subsidiaries at December 31, 1977 and the
consolidated results of their operations and changes in their financial position for the year then ended,
in conformity with generally accepted accounting principles applied on a basis consistent with that of
the preceding year.
April 7, 1978
Report of Independent Accountants
To the Board of Directors and Stockholders of
World Service Life Insurance Company
We have examined the consolidated balance sheet of World Service Life Insurance Company and
its subsidiaries as of December 31, 1976 and the related consolidated statement of income and stock
holders equity and of changes in financial position for the year then ended appearing on pages 2
through 26. Our examination of these statements was made in accordance with generally accepted
auditing standards and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances. We did not examine the finan
cial statements of Val Moritz Development Company (Val Moritz), a 37.5% owned joint venture. As
more fully described in Note 5 the Company in 1976 wrote off its net investment in Val Moritz,
resulting in a charge of $607,500 to realized losses. The Company’s equity in the net loss of the joint
venture included in the accompanying consolidated financial statements amounted to $140,228 in 1976.
The financial statements of Val Moritz were examined by other independent accountants whose report
thereon has been furnished to us, and our opinion herein, insofar as it relates to Val Moritz, is based
solely upon the report of such other independent accountants.
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In our report dated May 3, 1977 included in the Company’s 1976 Annual Report and Form 10-K,
our opinion on the 1976 consolidated financial statements was qualified as being subject to the uncer
tainty as to whether World Management Services, Inc. and its subsidiaries could realize their assets,
achieve a sufficiently profitable level of operations and/or obtain sufficient additional financing as
necessary to meet their obligations as they mature. As explained in Note 3, certain events have
occurred since May 3, 1977 which have resolved this uncertainty. Accordingly, our present opinion on
the 1976 consolidated financial statements, as presented herein, is no longer qualified with respect to
this matter.
In our opinion, based upon our examination and the report of other independent accountants, the
consolidated financial statements appearing on pages 2 through 26 present fairly the financial position
of World Service Life Insurance Company and its subsidiaries at December 3 1 , 1976 and the results of
their operations and the changes in their financial position for the year then ended, in conformity with
generally accepted accounting principles consistently applied.
May 3, 1977 (except for Note 3, which is as of April 7, 1978
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APPENDIX
STATEMENT ON AUDITING STANDARDS NO. 15
DECEMBER 1976
REPORTS ON COMPARATIVE FINANCIAL STATEMENTS

( S u p e rse d e s S ta te m e n t o n A u d itin g S ta n d a rd s No. 1 , se ctio n 5 1 6 .1 1 -.1 2 ,
S ta te m e n t o n A u d itin g S ta n d a rd s No. 2 , p a ra g r a p h 4 9 , a n d
S ta te m e n t on A u d itin g S ta n d a rd s No. 7 , p a ra g ra p h 1 1 ) 1

1.
This Statement provides guidance to an auditor reporting on
financial statements of one or more prior periods that are presented on
a comparative basis w ith financial statements of the current period.12

Auditor's Standard Report on
Comparative Financial Statements
2.
The fourth standard of reporting requires that an auditor’s report
contain either an expression of opinion regarding the financial state
ments taken as a whole or an assertion to the effect that an opinion
cannot be expressed. Reference in the fourth reporting standard to

1This Statement also supersedes the auditing interpretation of paragraph 49 of
SAS No. 2 on “Reporting on Comparative Financial Statements of Nonprofit
Organizations,” January 1976 (AU section 9509.07-.10).
2See SAS No. 1, section 543.16-.17, for reporting on restated financial statements
of prior years following a pooling of interests.
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the financial statements “taken as a whole” should now be considered
to apply not only to the financial statements of the current period but
also to those of one or more prior periods that are presented on a
comparative basis with those of the current period. Therefore, a con
tinuing auditor3 should update4 his report on the individual financial
statements of the one or more prior periods presented on a compara
tive basis with those of the current period.5 Ordinarily, the auditor’s
report on comparative financial statements should be dated as of the
date of completion of his most recent examination (see SAS No. 1,
section 530.01).
3. An example of a continuing auditor’s standard report on com3A continuing auditor is one who has examined the financial statements of the cur
rent period and of one or more consecutive periods immediately prior to the
current period.
If one firm of independent auditors merges with another firm and the new firm
becomes the auditor of a former client of one of the former firms, the new firm
may accept responsibility and express an opinion on the financial statements for
the prior period(s) as well as those for the current period. In such circum
stances, the new firm should follow the guidance in paragraphs 3-7 and may
indicate in its report or signature that a merger took place, and may name
the firm of independent auditors that was merged with it. If the new firm
decides not to express an opinion on the prior-period financial statements, the
guidance in paragraphs 8-12 should be followed.
4The term “update” means to re-express a previous opinion or, depending on the
circumstances, to express a different opinion from that previously expressed on
the financial statements of a prior period. An updated report on prior-period
financial statements should be distinguished from a reissuance of a previous
report (see SAS No. 1, section 530.06-.08) since in issuing an updated report
the continuing auditor considers information that he has become aware of dur
ing his examination of the current-period financial statements (see paragraph
4) and because an updated report is issued in conjunction with the auditor’s
report on the current-period financial statements.
5A continuing auditor need not report on the prior-period financial statements if
only summarized comparative information of the prior period(s) is presented.
For example, nonprofit organizations such as hospitals, colleges and universities,
voluntary health and welfare organizations, and state and local government units
frequently present total-all-funds information for the prior period(s ) rather than
information by individual funds because of space limitations or to avoid cumber
some or confusing formats.
In some circumstances, the client may request the auditor to express an opin
ion on the prior period(s) as well as the current period. In those circumstances,
the auditor should consider whether the information included for the prior
period(s) contains sufficient detail to constitute a fair presentation in conformity
with generally accepted accounting principles. In most cases, that will necessi
tate including additional columns or separate detail by fund, or the auditor
would need to modify his report.
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parative financial statements for two fiscal periods is as follows:
We have examined the balance sheets of ABC Company as of [at]
December 31, 19X2 and 19X1, and the related statements of income,
retained earnings, and changes in financial position for the years then
ended. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such tests of
the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
In our opinion, the financial statements referred to above present
fairly the financial position of ABC Company as of [at] December 31,
19X2 and 19X1, and the results of its operations and the changes in its
financial position for the years then ended, in conformity with gener
ally accepted accounting principles applied on a consistent basis.
If statements of income, retained earnings, and changes in financial
position are presented on a comparative basis for one or more prior
periods, but the balance sheet(s) as of the end of such period(s) is
not presented, the phrase “for the years then ended” should be
changed to indicate that the auditor’s opinion applies to each period
for which statements of income, retained earnings, and changes in
financial position are presented, such as “for each of the five years in
the period ended [date of latest balance sheet].”
4.
During his current examination, the auditor should be alert for
circumstances or events that affect the prior-period financial state
ments presented (see paragraph 6) or the adequacy of informative
disclosures concerning those statements (see SAS No. 1, section 430,
and ARB No. 43, chapter 2A [AC section 2041.01-.04]). The auditor
should consider the effects of any such circumstances or events com
ing to his attention in updating his report on the prior-period financial
statements.

Report W ith Differing Opinions
5.
Since the auditor’s report on comparative financial statements
applies to the individual financial statements presented, an auditor
may modify6 his opinion or disclaim an opinion with respect to one or
more financial statements for one or more periods, while expressing an
6The term “modify” covers reporting situations that would result in the expres
sion of a qualified opinion or an adverse opinion.
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unqualified opinion on the other financial statements presented. W hen
this situation occurs, the auditor should disclose all the substantive
reasons for modifying or disclaiming an opinion in a separate explan
atory paragraph( s ) of his report and should include in the opinion
paragraph an appropriate modification or disclaimer of opinion and
a reference to the explanatory paragraph( s ). An explanatory para
graph is not required, however, when the opinion paragraph has
been modified because of a change in accounting principle. ( See SAS
No. 2, paragraphs 29 through 47.) Following are examples of reports
on comparative financial statements (excluding the standard scope
paragraph, where applicable) with different opinions or a disclaimer
of opinion on one or more financial statements presented.
Qualified Opinion on Current Years Financial Statements
W ith Prior Year Unqualified
(Explanatory paragraph)
As discussed in Note X, during 19X2 the Company became a defend
ant in a lawsuit relating to the sale in 19X2 of a wholly owned sub
sidiary. The ultimate outcome of the lawsuit cannot be determined,
and no provision for any liability that may result has been made in the
19X2 financial statements.
( Opinion paragraph)7
In our opinion, subject to the effects on the 19X2 financial statements
of such adjustments, if any, as might have been required had the out
come of the uncertainty referred to in the preceding paragraph been
known, the financial statements referred to above present fairly the
financial position of ABC Company as of December 31, 19X2 and
19X1, and the results of its operations and the changes in its financial
position for the years then ended, in conformity with generally ac
cepted accounting principles applied on a consistent basis.
Qualified Opinion on Prior Year’s Financial Statements W ith the
Current Year Qualified for the Same Reason and an Additional Reason
(Explanatory paragraphs)
The Company has excluded from property and debt in the accom
panying 19X2 balance sheet certain lease obligations that were entered
7The auditor’s reservations may also be expressed in the following manner: “In
our opinion, subject to the effects, if any, on the 19X2 financial statements of the
ultimate outcome of the uncertainty referred to in the preceding paragraph, the
financial statements referred to above present fairly.. . . ”
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into in 19X2, which, in our opinion, should be capitalized in order to
conform with generally accepted accounting principles. If these lease
obligations were capitalized, property would be increased by $ ......... ,
long-term debt by $ :........, and retained earnings by $.......... as of
December 31, 19X2, and net income and earnings per share would be
increased (decreased) by $ ......... and $ ............, respectively, for the
year then ended.
As discussed in Note X, the Company is involved in continuing
litigation relating to patent infringement. The ultimate outcome of
this litigation cannot be determined, and no provision for any liability
that may result has been made in the 19X2 or 19X1 financial statements.
(Opinion paragraph)
In our opinion, except for the effects on the 19X2 financial statements
of not capitalizing certain lease obligations, as described in the second
paragraph, and subject to the effects on the 19X2 and 19X1 financial
statements of such adjustments, if any, as might have been required
had the outcome of the uncertainty referred to in the preceding para
graph been known, the financial statements referred to above present
fairly the financial position of ABC Company as of December 31, 19X2
and 19X1, and the results of its operations and the changes in its finan
cial position for the years then ended, in conformity with generally
accepted accounting principles applied on a consistent basis.
Unqualified Opinion on the Current Year's Financial Statements
W ith Disclaimer of Opinion on the Prior Years Statements of
Income, Retained Earnings, and Changes in Financial Position
(Scope paragraph)
... Except as explained in the following paragraph, our examinations
were made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and
such other auditing procedures as we considered necessary in the
circumstances.
(Explanatory paragraph)
We did not observe the taking of the physical inventory as of Decem
ber 31, 19X0, since that date was prior to our appointment as auditors
for the Company, and we were unable to satisfy ourselves regarding
inventory quantities by means of other auditing procedures.
( Opinion paragraph)
In our opinion, the balance sheets of ABC Company as of December
31, 19X2 and 19X1, and the related statements of income, retained
earnings, and changes in financial position for the year ended Decem
ber 31, 19X2, present fairly the financial position of ABC Company as
of December 31, 19X2 and 19X1, and the results of its operations and
the changes in its financial position for the year ended December 31,
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19X2, in conformity with generally accepted accounting principles ap
plied on a consistent basis.8
( Disclaimer paragraph)
Because of the matter discussed in the second paragraph, the scope
of our work regarding inventories as of December 31, 19X0, was not
sufficient to enable us to express, and we do not express, an opinion on
the statements of income, retained earnings, and changes in financial
position for the year ended December 31, 19X1.

Report W ith an Updated Opinion
Different From a Previous Opinion
6.
If during his current examination an auditor becomes aware of
circumstances or events that affect the financial statements of a prior
period, he should consider such matters when updating his report on
the financial statements of the prior period. The following circum
stances or events ordinarily should cause an auditor to express an
opinion different from that expressed in an earlier report on the
financial statements of the prior period:
• Subsequent resolution of an uncertainty. The resolution in the
current period of an uncertainty that caused an auditor to modify
his opinion or disclaim an opinion on the financial statements of
a prior period eliminates the need for the modification or dis
claimer of opinion in the auditor’s updated report. Accordingly,
the auditor’s updated report on the financial statements of the
prior period should recognize the subsequent resolution of the
uncertainty and should no longer be qualified with respect to
the resolved uncertainty.
• Discovery of an uncertainty in a subsequent period. If, during
his current examination, an auditor becomes aware of an un
certainty th at affects the prior-period financial statements pre
sented, he should modify his opinion or disclaim an opinion in
his updated report on those statements because of the uncertainty.
• Subsequent restatement of prior-period financial statements. If
8It is assumed that the independent auditor has been able to satisfy himself as to
the consistency of application of generally accepted accounting principles (see
SAS No. 1, sections 420 and 546.14-.16).
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an auditor has previously modified his opinion on financial state
ments of a prior period because of a departure from generally
accepted accounting principles, and the prior-period financial
statements are restated in the current period to conform with
generally accepted accounting principles, the auditor’s updated
report on the financial statements of the prior period should in
dicate that the statements have been restated and should ex
press an unqualified opinion with respect to the restated finan
cial statements.
7.
If, in an updated report, an auditor expresses an opinion (or
disclaims an opinion) different from his previous opinion (or dis
claimer of opinion) on the financial statements of a prior period, he
should disclose all the substantive reasons for the different opinion in
a separate explanatory paragraph(s) of his report.9 Also, if the u p 
dated opinion is other than unqualified, the auditor should include in
the opinion paragraph (or disclaimer paragraph) an appropriate
modification and a reference to the explanatory paragraph(s) in the
report. The explanatory paragraph(s) should disclose (a) the date
of the auditor’s previous report, (b ) the type of opinion previously
expressed, ( c ) the circumstances or events that caused the auditor to
express a different opinion, and ( d ) that the auditor’s updated opinion
on the financial statements of the prior period is different from his
previous opinion on those statements. The following are examples of
explanatory paragraphs appropriate when an auditor expresses an
opinion different from that expressed in a previously issued report on
the financial statements of a prior period.
Resolution in the Current Period of an Uncertainty Existing in a
Prior Period Requiring No Adjustment of the Financial Statements
In our report dated March 1, 19X2, our opinion on the 19X1 finan
cial statements was qualified as being subject to the effects on the 19X1
financial statements of such adjustments, if any, as might have been
required had the outcome of certain litigation been known. As ex9A separate explanatory paragraph is required only when the current updated
opinion is different from the last opinion issued. For example, a separate explana
tory paragraph is not required in an auditor’s report that appears in a registration
statement filed under the Securities Act of 1933 if the explanatory paragraph was
previously included in the auditor’s report on a registrant’s financial statements
included in its annual report filed with regulatory authorities under the Securities
Exchange Act of 1934.
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plained in Note X, the litigation was settled as of November 1, 19X2,
at no material cost to the Company. Accordingly, our present opinion
on the 19X1 financial statements, as presented herein, is different from
that expressed in our previous report.
Resolution in the Current Period of an Uncertainty Existing in a Prior
Period Requiring Recognition in the Current Financial Statements
In our report dated March 1 , 19X2, our opinion on the 19X1 financial
statements was qualified as being subject to the realization of the in
vestment in DEF Company. As explained in Note X, the carrying
amount of that investment has been charged to operations in the cur
rent year as required by generally accepted accounting principles.
Accordingly, our present opinion on the 19X1 financial statements, as
presented herein, is different from that expressed in our previous
report.
A New Uncertainty Affecting Both the Current- and
Prior-Period Financial Statements
As discussed in Note X, a number of legal actions were filed against
the Company subsequent to the date of our report on the 19X1 finan
cial statements. These actions claim substantial damages as a result
of alleged violations of antitrust laws during prior years. The Company
is in the process of litigating these actions, but the ultimate outcome is
uncertain at this time. In our report dated March 1, 19X2, our opinion
on the 19X1 financial statements was unqualified; however, in view of
the litigation referred to above, our present opinion on the 19X1 finan
cial statements, as presented herein, is different from that expressed in
our previous report.
Subsequent Restatement of Prior-Period Financial Statements to
Conform W ith Generally Accepted Accounting Principles
In our report dated March 1, 19X2, we expressed an opinion that
the 19X1 financial statements did not fairly present financial position,
results of operations, and changes in financial position in conformity
with generally accepted accounting principles because of two depar
tures from such principles: (1) the Company carried its property,
plant, and equipment at appraisal values, and provided for deprecia
tion on the basis of such values, and (2) the Company did not provide
for deferred income taxes with respect to differences between income
for financial reporting purposes and taxable income. As described in
Note X, the Company has restated its 19X1 financial statements to
conform with generally accepted accounting principles. Accordingly,
our present opinion on the 19X1 financial statements, as presented
herein, is different from that expressed in our previous report.
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Report of Predecessor Auditor
8. A predecessor auditor ordinarily would be in a position to reissue
his report on the financial statements of a prior period at the request
of a former client if he is able to make satisfactory arrangements with
his former client to perform this service and if he performs the pro
cedures described in paragraph 9.10

Predecessor Auditor’s Report Reissued
9. Before reissuing ( or consenting to the reuse o f) a report previ
ously issued on the financial statements of a prior period, a predeces
sor auditor should consider w hether his previous opinion on those
statements is still appropriate. Either the current form or manner of
presentation of the financial statements of the prior period or one or
more subsequent events might make a predecessor auditor’s previous
opinion inappropriate. Consequently, a predecessor auditor should
(a) read the financial statements of the current period, (b ) compare
the prior-period financial statements that he reported on with the fi
nancial statements to be presented for comparative purposes, and ( c )
obtain a letter of representations from the successor auditor. The letter
of representations should state w hether the successor’s examination
revealed any matters that, in the successor’s opinion, might have a
material effect on, or require disclosure in, the financial statements
reported on by the predecessor auditor. Also, the predecessor auditor
may wish to consider the matters described in section 543.10-.12 of
SAS No. 1. However, the predecessor auditor should not refer in his
reissued report to the report or work of the successor auditor.11
10. A predecessor auditor who has agreed to reissue his report may
become aware of events or transactions occurring subsequent to the
date of his previous report on the financial statements of a prior period
that may affect his previous opinion (for example, the successor
auditor might indicate in his response that certain matters have had
10It is recognized that there may be reasons why a predecessor auditor’s report
may not be reissued and this Statement does not address the various situations
that could arise.
11In view of the provisions of this paragraph, the last sentence of section 710.11
of SAS No. 1 is amended to read as follows:
In the latter instance, the predecessor auditor should not refer to the report or work
of the successor auditor.
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a material effect on the prior-period financial statements reported on
by the predecessor auditor). In such circumstances, the predecessor
auditor should make inquiries and perform other procedures that he
considers necessary (for example, reviewing the working papers of
the successor auditor as they relate to the matters affecting the priorperiod financial statements). He should then decide, on the basis of
the evidential matter obtained, whether to revise his opinion. If a
predecessor auditor concludes that his opinion should be revised, he
should follow the guidance in paragraphs 6,7, and 11 of this Statement.
11. A predecessor auditor’s knowledge of the current affairs of his
former client is obviously limited in the absence of a continuing rela
tionship. Consequently, when reissuing his report on prior-period
financial statements, a predecessor auditor should use the date of his
previous report to avoid any implication that he has examined any
records, transactions, or events after that date. If the predecessor
auditor revises his report or if the financial statements are restated, he
should dual-date his report (see SAS No. 1, section 530.05).

Predecessor Auditor’s Report Not Presented
12. If the financial statements of a prior period have been examined
by a predecessor auditor whose report is not presented, the successor
auditor should indicate in the scope paragraph of his report ( a ) that
the financial statements of the prior period were examined by other
auditors,12 (b ) the date of their report, (c) the type of opinion ex
pressed by the predecessor auditor, and (d ) the substantive reasons
therefor, if it was other than unqualified. An example of a successor
auditor’s report when the predecessor auditor’s report is not pre
sented follows:
We have examined the balance sheet of ABC Company as of Decem
ber 3 1, 19X2, and the related statements of income, retained earnings,
and changes in financial position for the year then ended. Our exami
nation was made in accordance with generally accepted auditing stand
ards and, accordingly, included such tests of the accounting records
and such other auditing procedures as we considered necessary in the
circumstances. The financial statements of ABC Company for the year
12The successor auditor should not name the predecessor auditor in his report;
however, the successor auditor may name the predecessor auditor if the prede
cessor auditor’s practice was acquired by, or merged with that of, the successor
auditor.
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ended December 31, 19X1, were examined by other auditors whose
report dated March 1 , 19X2, expressed an unqualified opinion on those
statements.
In our opinion, the 19X2 financial statements referred to above
present fairly the financial position of ABC Company as of December
31, 19X2, and the results of its operations and the changes in its finan
cial position for the year then ended, in conformity with generally ac
cepted accounting principles applied on a basis consistent with that of
the preceding year.
If the predecessor auditor’s opinion was other than unqualified, the
successor auditor should describe the nature of and reasons for the
qualification, as in the following example:
. . . were examined by other auditors whose opinion, dated March 1,
19X2, on those statements was qualified as being subject to the effects
on the 19X1 financial statements of such adjustments, if any, as might
have been required had the outcome of the litigation discussed in Note
X to the financial statements been known.
If the financial statements of the prior period have been restated, the
scope paragraph should indicate that a predecessor auditor reported
on the financial statements of the prior period before restatement. In
addition, if the successor auditor is able to satisfy himself as to the
appropriateness of the restatement, he may also include the following
paragraph in his report:
We also reviewed the adjustments described in Note X that were
applied to restate the 19XX financial statements. In our opinion, such
adjustments are appropriate and have been properly applied to the
19XX financial statements.

Unaudited Financial Statements
13.
Unaudited financial statements that are presented for compara
tive purposes with audited financial statements should be clearly
marked as “unaudited” and should be accompanied by a disclaimer
of opinion, except as discussed in paragraph 14. If the current-period
financial statements have been audited and the prior-period financial
statements have not, the auditor should include, as a separate para
graph in his report, a disclaimer of opinion on the unaudited financial
statements (see SAS No. 1, section 516.04). If the financial statements
of the prior fiscal period have been audited, but those of the cur
rent fiscal period have not, the auditor should disclaim an opinion
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on the current fiscal period financial statements. Further, the auditor
should indicate in an additional paragraph of his report ( a ) that the
financial statements of the prior fiscal period are presented for com
parative purposes only, ( b ) that the statements were previously ex
amined, ( c ) the date of the previous report, ( d ) the type of opinion
previously expressed, ( e ) the substantive reasons therefor, if it was
other than unqualified, and (f) that the auditor has not performed
any auditing procedures after the date of his report on the financial
statements of the prior fiscal period.13 An example of such a report
follows:
The accompanying balance sheet of ABC Company as of D ecem ber
31, 19X2, and the related statements of income, retained earnings, and
changes in financial position for the year then ended were not audited
by us and, accordingly, w e do not express an opinion on them.
The financial statements of ABC Company for the year ended D e 
cember 31, 19X1, which are presented for comparative purposes only,
were previously examined by us [other auditors] and our [their] re
port dated March 1, 19X2, expressed an unqualified opinion on those
statements. W e [T he other auditors] have not performed any auditing
procedures after the date of our [their] report on the 19X1 financial
statements.

14. Financial statements covering a number of years and interim
periods may be required to be presented on a comparative basis in
documents filed with the Securities and Exchange Commission (SEC).
Under the rules and regulations of the SEC, certain of these financial
statements must be audited, but others may be unaudited. In such
cases, it is not necessary for a disclaimer of opinion to accompany the
unaudited financial statements; however, such financial statements
should be clearly marked as “unaudited.”
15. If the auditor has significant exceptions or reservations as to un
audited financial statements presented, he should make appropriate
disclosure in his report (see SAS No. 1, section 516.06-.07).

Effective Date
16. Statements on Auditing Standards generally are effective at
13Reports of this nature should be issued only w hen audited prior fiscal period
financial statem ents are presented on a com parative basis w ith current fiscal
period financial statem ents that are unaudited.
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the time of their issuance. However, since the provisions of this State
ment change certain reporting practices heretofore considered ac
ceptable, this Statement will be effective with respect to reports on
comparative financial statements for periods ending after June 30,
1977. Nevertheless, earlier application of this Statement is encouraged.

The Statement entitled “Reports on Comparative Financial Statements”
was adopted by the assenting votes of twenty members of the Committee,
of whom six, Messrs. Cook, Johnson, Lisk, May, Moskowitz, and Nelson,
assented with qualifications. Mr. Ziegler dissented.
Mr. Johnson approves the issuance of this Statement, but qualifies his
assent with respect to paragraph 6 because he believes that it may create
a misunderstanding with respect to paragraph 560.08 of SAS No. 1 which
prohibits adjustment of prior-period financial statements for subsequent
events ( other than for the correction of an error or for a prior-period ad
justm ent) when the statements are reissued in comparative form. The
paragraph also fails to provide guidance for the auditor concerning how
he should recognize in his updated report the subsequent resolution of
an uncertainty when, in accordance with paragraph 560.08, the reissued
prior-period financial statements are not adjusted but the required addi
tional disclosure is provided.
Messrs. May and M oskowitz approve the issuance of this Statement, but
qualify their assent with respect to paragraphs 6 and 7. Specifically, their
qualification relates to the circumstance cited in paragraph 6 and the re
lated example in paragraph 7 involving the resolution in the current period
of an uncertainty existing in the prior period requiring recognition in the
current period’s financial statements. They believe that the auditor’s up
dated report on the prior period’s financial statements should not remove a
“subject to” qualification with respect to an uncertainty that existed in the
prior period which was resolved in the current period and resulted in a
charge or credit to the current period’s income. In their view, that type of
resolution of an uncertainty confirmed the need for the auditor to qualify
his earlier report on the prior period’s financial statements and therefore
such qualification should not be removed.
Mr. May also believes that the prescribed reporting set forth in para
graph 13, insofar as it relates to prior-period financial statements w hich
have been examined by the auditor issuing the report, is at variance with
the standards of reporting. In his view, w hen the auditor is associated with
financial statements w hich he has examined, he has an obligation to report
thereon clearly indicating the character of his examination and his con
clusions resulting therefrom.
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Mr. Cook and Mr. Lisk approve of the issuance of this Statement, but
qualify their assent with respect to paragraph 7. They believe that the
auditor should not be required to comment, in his report on the examina
tion of comparative financial statements, concerning the reasons for remov
ing his qualification relating to (1) uncertainties that arose in prior periods
when resolution of the uncertainties in the current period results in no ad
justment of the financial statements or (2) the restatement of prior-period
financial statements to conform with generally accepted accounting princi
ples. They believe that the inclusion of such a comment, in these circum
stances, will not provide information useful to readers of the auditor’s
report and that disclosures concerning these matters should be included
in the notes to the financial statements rather than in the auditor’s report.
Mr. Nelson approves the issuance of this Statement, but qualifies his
assent with respect to footnote 5 and paragraph 14, which provide excep
tions to basic auditing standards. He believes there should not be an
exception from the reporting standards for prior-period presentations as
set out in footnote 5. He also believes that the reporting obligations with
respect to unaudited financial statements should not differ for statements
filed with the Securities and Exchange Commission as allowed in para
graph 14 of this Statement.
Mr. Ziegler dissents to the issuance of this Statement because he believes
that the requirement, established in paragraph 7, for the auditor to include
a separate paragraph in his report every time he expresses an opinion on
prior-period financial statements different from that initially expressed
should either be deleted or made optional. The required paragraph could
be cumbersome and unnecessarily burdensome to the reader. In most cases,
it would simply repeat what would be obvious from the current opinion
expressed and information included in the footnotes to the financial state
ments. Moreover, the increased use of explanatory paragraphs in auditors’
reports may result in a loss in their effectiveness when readers realize that
a number of them do no more than repeat historical developments ade
quately disclosed in the footnotes.
Mr. Ziegler also disagrees with the prescribed reporting set forth in
paragraph 13 to the extent and for the reasons expressed by Mr. May.
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